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Sears and 
Subsidiaries 


Sears, Roebuck and Co. 

Sears is the world's largest retailer of general 
merchandise. We distribute broad lines of our 
own brand name goods through some 3,700 
selling locations (including 1,200 independent 
catalog merchants) located in 50 states, Puerto 
Rico and Central America. 

Net sales for 1974 reached a record $13.1 
billion. Sales originating in retail units were 
80.8 per cent of net sales including 11.7 
per cent from catalogs. Catalogs originated 
an additional 9.4 per cent through selling 
locations other than retail stores and 
through direct mail orders. Industrial sales, 
repair services and finance charge revenues 
represented 9.8 per cent of net sales. Sears 
also provided catalog merchandise to the 
Seibu Group, which has 25 catalog order desks 
in retail stores in Japan and one in Guam. 

Credit sales accounted for 52.8 per cent of 
total sales. Almost 21 million credit 
customers use Sears easy payment or 
revolving charge credit plans. 

Sears is incorporated in the State of New 
York. The company’s headquarters and most 
of its buying offices are located in Sears 
Tower in Chicago. The company’s five 
territorial offices, each headed by a vice 
president and director of the company, are 
located in Alhambra, CA; Atlanta, GA; Dallas, 
TX; St. Davids, PA; and Skokie, 1L. 

Sears 49 buying departments purchase 
merchandise from more than 12,000 domestic 
suppliers. We combine merchandise items 
into 811 product groupings for administrative 
or marketing purposes. Our largest buying 
department is responsible for less than six 
per cent of net sales. 

Sears purchases approximately 72 per cent 
of its merchandise from sources in which the 
company has no equity investments. The 
principal merchandise sources in which the 
company has an equity interest of more than 
20 per cent are: DeSoto, Inc. (32%), Kellwood 
Company (23%), Roper Corporation (41%) 


and Universal-Rundle Corporation (60%). 
Sources outside the United States account for 
approximately six per cent of all purchases. 

Sears and its domestic subsidiaries, 
including The Allstate Group of Companies, 
employ an average of 437,000 people. Sears 
157.8 million common shares are owned by 
more than 270,000 shareholders. Through 
The Savings and Profit Sharing Fund of 
Sears Employes, our 288,880 employe 
members (counted as one shareholder) own 
30.3 million shares or 19.2 per cent of the 
outstanding common shares. 

Allstate Group of Companies 

Sears is engaged in the property-liability and 
life insurance businesses through the wholly 
owned Allstate Insurance Company and its 
subsidiaries. Sears also owns Allstate 
Enterprises, Inc., which is part of the 
Allstate Group. 

Allstate Enterprises and its subsidiaries 
are engaged in auto finance, savings and 
loan, investment management services and 
other businesses. In 1974, insurance 
premiums written and financial services 
revenues of The Allstate Group totaled a 
record $2.9 billion. 

Other Subsidiaries 

Sears has a 41 per cent equity interest in 
Simpsons-Sears Limited which conducts a 
retail store and catalog order business in 
Canada. Unconsolidated subsidiaries, owned 
from 78 per cent to 100 per cent, conduct 
retail operations in Brazil, Colombia, Mexico, 
Peru, Venezuela, Belgium and Spain. 

Net sales of International operations for 1974 
amounted to a record $1.8 billion. 

Sears develops and operates shopping 
centers through its wholly owned subsidiary 
Homart Development Co. Homart owns 12 
regional shopping centers and is a partner in 
five other operating regional centers. 


Cover 

Towering over other skyscrapers in the Chicago 
Loop is the company's new headquarters 
building. The move of headquarters' personnel 
into Sears Tower was completed in 1974. 
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Annual Meeting 

The annual meeting of the shareholders of Sears, 
Roebuck and Co. will be held in the Auditorium of 
the Prudential Building, 130 East Randolph Street, 
Chicago, Illinois, on Monday, May 19, 1975, at 
9:30 A.M., Chicago time. 

Resident Transfer Agent 

Sears, Roebuck and Co. 

Treasurer's Office—Stock Transfer Division, Chicago 

Stock Exchange Listings 

New York Stock Exchange 
Midwest Stock Exchange, Chicago 
Pacific Coast Stock Exchange, Los Angeles 
[Ticker symbol-—S] 

Co-Transfer Agents and Registrars 

The First National Bank of Chicago 

The Chase Manhattan Bank, N. A., New York 
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Sears 

1974 

Annual Report 


Highlights 


$ in millions 



Per cent 


1974 

1973* 

change 

Net sales. 

.... $13,101 

$12,306 

6.5 

Net income... 

511 

680 

(24.8) 

Per share..... 

_ 3.25 

4.33 

(25.0) 

Per cent of shareholders’ equity (average). 

10.0 

14.2 


Income before equity 




in unconsolidated subsidiaries. 

321 

434 

(26.1) 

Per dollar of sales. 

- 2.4 cents 

3.5 cents 


Dividends... 

291 

275 

6.0 

Per share... 

1.85 

1.75 

5.7 

Working capital. 

2,353 

2,379 

(1-1) 

Capital expenditures. 

.... 411 

401 

2.5 

Long-term debt... 

1,095 

980 

11.7 

Shareholders’ equity ... 

5,241 

4,997 

4.9 

Per share. 

33.21 

31.76 



Quarterly Results 


$ in millions 

First 


1974f 

1973* 

Net sales. 

$2,894 

$2,660 

Net income. 

129 

119 

Per share. 

.82 

.76 

Dividends per share. 

.40 

.35 

Market price of common share 
high-low. 

90-80 

116-95 


Second Third Fourth 


1974| 

1973* 

1974f 

1973* 

1974 

1973* 

$3,209 

$3,037 

$3,360 

$3,111 

$3,638 

$3,498 

146 

162 

109 

155 

127 

244 

.93 

1.03 

.69 

,99 

.81 

1.55 

.40 

.35 

.40 

.40 

.65 

.65 

90-67 

104-92 

70-45 

100-94 

66-42 

95-78 


1 


‘Restated (see note 3, page 19), 

fRestated to refieci certain affiliates’ change to LIFO inventory method. 







































Message to 
Shareholders 


In 1974 your company experienced a decline 
in net income for the first time since 1960. 
Sears net sales reached a new high of $13.1 
billion, an increase of 6.5 per cent over 
1973, but the rate of increase was adversely 
affected by deteriorating economic conditions 
in the last six months of the year. The higher 
volume of sales, much of it obtained as the 
result of aggressive promotion, did not 
provide sufficient gross profit to maintain a 
satisfactory level of profits in the face of the 
escalating costs of operating the business. 

NET INCOME was $511.4 million, or $3.25 
per share, down 24.8 per cent from 1973. 

DIVIDENDS to shareholders totaled $1.85, 
an increase of $.10 per share from fiscal 1973. 

THE ALLSTATE GROUP contributed $1.06 
per share to the company’s net income, com¬ 
pared with $1.29 per share in 1973. Despite 
increases in premiums written, Allstate's 
earnings were also affected adversely by 
severe inflation in the cost of settling claims 
in the automobile and property insurance 
areas. A complete report on Allstate opera¬ 
tions begins on page 24. 

The Year In Review 

The year 1974 began with strong consumer 
demand for merchandise, and retailers 
built inventories particularly in goods where 
substantial cost increases were anticipated. 
Rapidly rising prices for foodstuffs and 
petro-chemical based products, together with 
general increases in the cost of goods and 
services, produced a sharp rise in the 
consumer price index, and these price 
increases put a strain on family budgets. 

After considerable hedge buying of 1974 
model automobiles, the consumer rebelled at 
higher prices and declining purchases 
reflected diminishing purchasing power. 

During the year excessive demands for 
funds by business borrowers and efforts by 
the Federal Reserve Board to restrain borrow¬ 
ing sent interest rates to ail-time high levels. 
Housing starts and housing transfers 
plummeted as mortgage money became 
scarce and costly. Inflation hurt not only the 
family, but also many business firms, 
particularly those in highly competitive 
businesses dealing with customers who were 
less willing or able to absorb the increased 
costs of goods. As consumer demand 
flattened out, inventories had to be reduced 
and employe layoffs in the auto and textile 
industries brought employment levels down 
with a further impact on consumer confidence. 
The normally strong Christmas selling season 
was a major disappointment in 1974, and the 
year closed with recession having succeeded 
inflation as the number one problem for the 
nation. 


The decline in consumer demand for 
general merchandise became evident in 
the third quarter of 1974, with weakness in 
sales of home appliances. Our November 
and December sales reflected the worsening 
employment situation and fell below ex¬ 
pectations. The unsatisfactory sales 
performance, and markdowns taken to 
reduce inventories, coupled with continuing 
upward pressures on the costs of doing 
business, produced unsatisfactory operating 
profits during the fall season. The company 
took steps to reduce costs, including some 
reduction of the work force. Productivity 
has had attention at all levels, and programs 
have been objectively evaluated in order 
to improve operating results. These steps 
should bear fruit as the country emerges 
from recession. 

Expansion 

In 1975, our plans call for the opening of 36 
retail stores, including 18 in new markets. 
Additions to retail gross space should 
exceed four million square feet. 

During fiscal 1974, we opened 30 retail 
stores, including 17 in new markets. The 1974 
expansion program added 3.5 million square 
feet of gross space to the retail system, 
bringing the total to 105.7 million square feet. 

In the past five years, the company has 
opened 152 new stores. Seventy-three, or 
nearly half of these units, replaced older 
stores. These relocated units represent 8.9 
million square feet of gross store space, 
replacing stores which had a total of 4.3 
million gross square feet. Sears has been In 
the retail store business for 50 years, and our 
policy calls for the continuing improvement or 
relocation of our older store facilities to 
more productive locations. 

In January of this year, we opened our 13th 
catalog merchandise distribution center in 
Jacksonville, Florida. The 1.6 million square 
foot facility will better enable us to meet the 
needs of our catalog customers in 
Southeastern states. Construction is 
continuing on a 900,000 square foot national 
catalog fashion distribution center in 
Elk Grove Village, Illinois, which should 
be in operation next year. 

Sears Tower continues to attract prestige 
tenants, and more than 82 per cent of the 
building is now occupied or leased. 

Management Changes 

We were saddened by the deaths last year of 
James M. Barker, our Honorary Director, and 
Culver J. Kennedy, Director and Vice President 
in charge of our Midwestern Territory, Both 
made significant contributions to the 
company during their long careers. 

Mr. Barker joined Sears in 1928 and held 
several officer-level positions. He later was 
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elected Chairman of the Allstate Insurance 
Company. Mr. Barker was a Sears director 
from 1930 until 1968. 

Mr. Kennedy joined Sears in 1934 and had 
served as Vice President of our Midwestern 
Territory as well as a director since 1968. 

Edward R. Telling, Vice President of our 
Eastern Territory, has succeeded Mr. Kennedy 
in the Midwestern Territory. Richard M. Jones, 
general manager of the company's 
Washington, D. C. area stores, has been 
elected Vice President—Eastern Territory 
and a director of the company. 

George P. Shultz, former U. S. Secretary of 
the Treasury, was elected a director of the 
company. Mr. Shultz has also served as the 
U. S. Secretary of Labor and Director of the 
U. S. Office of Management and Budget. 

He currently is executive vice president of 
Bechtel Corporation, a world-wide construction 
and engineering company headquartered in 
San Francisco. 

One of our valued directors, George E. Keck, 
has advised the company that he will not 
stand for re-election to the Board of Directors 
at this year’s annual meeting. We thank 
Mr. Keck for his wise counsel as a member 
of Sears Board. 

The Board of Directors has elected Jack F. 
Kincannon to the position of Senior Vice 
President—Finance. W. Clayton Hicks, 
assistant comptroller since 1968, has been 
elected to succeed Mr. Kincannon as company 
Comptroller. 

Emory Williams retired as Vice President 
and Treasurer on January 31, 1975, after 40 
years of outstanding service. Clayton H. 
Banzhaf, senior assistant treasurer since 1960, 
has been elected to succeed Mr. Williams 
as Treasurer. 

The Board also elected four new officers 
during the past year. They are: Raymond P. 
Bilger, Vice President—Taxes; Charles W. 
Harper, Vice President—New York Fashion 
Buying Headquarters; Robert K. Herrmann, 
Vice President—Physical Distribution; and 
Mumford Miller, Vice President—Data 
Processing. 

Other Developments 

To provide funds for general corporate pur¬ 
poses, the company issued $250 million of 
debentures in March 1975. In addition, 

Sears Roebuck Acceptance Corp. issued 
$125 million of subordinated debentures in 
January 1975. These public offerings are in 
keeping with the company's policy of main¬ 
taining a balance between short-term and 
long-term indebtedness. 

Further progress was made in 1974 in the 
company’s Affirmative Action Program for 
minorities and women. A complete report on 
this progress appears on page 4. 



ARTHUR M. WOOD A. DEAN SWIFT 

Chairman and Chief Executive Officer President 


The Year 1975 

Sales in the first quarter reflect continuing 
unemployment and general weakness in 
purchasing power. However, Sears inventories 
are under good control and the tax rebate 
and tax reduction for individuals will add 
to disposable consumer income as the 
year advances. 

Public service jobs, the beginning of 
public construction projects, a pick-up in 
housing starts, reduction of inventories and 
the subsequent recall of employes and 
re-opening of plants should all contribute to a 
resurgence of confidence among consumers. 
The cost of money is down; savings are up; 
the rate of inflation will continue to moderate, 
and the stage is set for a stronger fall season 
in retail merchandising. Sears will be in 
position to take full advantage of the change 
in fundamental economic conditions. 

We appreciate the strong continuing 
support of our suppliers and the dedication 
of our employes. With their help we are 
determined to continue Sears tradition of 
providing quality merchandise and services at 
real values to the American consumer. 



Chairman of the Board and 
Chief Executive Officer 



April 7, 1975 
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Progress in 
Equal 

Employment 

Opportunity 


Sears continued to make progress in its 
commitment to Equal Employment 
Opportunity last year. Our formal Affirmative 
Action Program establishes goals designed 
to balance our work force in all job 
categories, reasonably reflecting the 
labor force availability of the area 
surrounding each Sears employment unit. 

And as the figures below indicate, we have 
been making a successful effort to hire and 
promote minorities and women into jobs 
where they have previously been 
underrepresented. 

Administering an effective Affirmative 
Action Program is a most difficult task. 
Management's challenge has been to increase 
the representation of minorities and women 
at all levels of our work force and to continue 
identifying and advancing qualified white 
male employes. In administering the Program, 
we are bound to disappoint some elements 
of our work force and of our concerned 
society. With both groups, our approach has 
been to seek a broader understanding of the 
requirements of the law and company policy 
as we hire and promote qualified and quali- 
fiable minorities and women at a rate which 
will achieve our long-term goals. 


A graphic example of our achievements is 
in the important area of Officials and 
Managers. While the total number of Officials 
and Managers has risen by 7,481 (19 per 
cent) since 1969, the number of female 
Officials and Managers has increased 5,926 
(78 per cent) and the number of male 
minority Officials and Managers has 
increased 1,333 (171 per cent). We have 
achieved this success both by promoting 
minorities and women into the category of 
Officials and Managers and through our 
College Recruiting Program. As of January 
1975, 55 per cent of those college recruits 
in our Management Training Program were 
minorities or women. 

Sears will continue to demonstrate good 
faith efforts to provide equal employment 
opportunity, and we will place great emphasis 
on full compliance by all company units with 
our policy of equal opportunity and non¬ 
discrimination in hiring, training, advance¬ 
ment, compensation and all other 
conditions of employment. 

The table below shows the percentages 
and total number of Sears employes in each 
EEOC job category as of February 1969 and 
January 1975. 


Percentage of Male, Female and Minority Employes 
in Each EEOC Job Category* 


Job 

Categories 

Male 

% 

Female 

% 

Black 

% 

Asian 

American 

% 

Native 

American 

% 

Spanish- 

Sumamed 

American 

% 

Employes 
in each job 
category 

(In thousands} 

Date 

Feb. 

Jan. 

Feb. 

Jan. 

Feb. 

Jan. 

Feb. 

Jan. 

Feb. 

Jan. 

Feb. Jan. 

Feb. 

Jan. 


'69 

75 

’69 

75 

*69 

75 

'69 

75 

*69 

75 

’69 

75 

’69 

75 

Officials and 
Managers 

80.3 

70.6 

19.7 

29.4 

1.2 

4.7 

.2 

.2 

.1 

.2 

1.0 1.8 

38.6 

46.1 

Professionals 

85.3 

52.4 

14.7 

47.6 

.7 

4.6 

.2 

.8 

.0 

.1 

.3 1.7 

1.6 

3.3 

Technicians 

86.6 

59.8 

13.4 

40.2 

3.7 

9.6 

.6 

1.5 

.3 

.1 

2.6 3.4 

3.4 

2.1 

Sales Workers 

41.3 

37.8 

58.7 

62.2 

4.4 

10.4 

.6 

.5 

.1 

.2 

1.9 3.1 

120.7 

132.0 

Office and 
Clerical 

13.1 

12.8 

86.9 

87.2 

5.4 

11.5 

.7 

.7 

.1 

.2 

2.6 4.3 

93.2 

104.7 

Craft Workers 

94.6 

94.4 

5.4 

5.6 

4.0 

6.2 

.8 

.7 

.2 

.3 

3.4 4.8 

24.7 

26.6 

Operatives 

87.1 

76.7 

12.9 

23.3 

16.7 

17.9 

.7 

.7 

.1 

.2 

4.7 6.4 

30.1 

12.2 

Laborers 

59.6 

73.2 

40.4 

26.8 

24.7 

21.9 

.2 

.6 

.2 

.3 

9.1 

6.1 

14.1 

41.4 

Service 

Workers 

64.4 

60.6 

35.6 

39.4 

39.0 

31.6 

.7 

.7 

.1 

.2 

2.5 5.6 

13.3 

15.3 

All Categories 

48.3 

45.1 

51.7 

54.9 

7.6 

12.0 

.6 

.6 

.1 

.2 

2.7 3.9 

339.8 

383.6 


•Job Categories as defined by U.S. Equal Employment Opportunity Commission 
























Fourth 

Quarter 

Results 


Fourth quarter sales rose 4 per cent; net 
income fell 47.7 per cent. Net sales in the 
important fourth quarter rose $140 million to 
a record $3.6 billion. The reduced rate of 
sales increase reflected aggressive pricing in 
a weakening economy, characterized by 
rising unemployment, declining consumer 
confidence and continuing inflation. Net 
income declined to $127.6 million, or 81 cents 
per share, from $243.8 million, or $1.55 per 
share (restated) in the year-earlier period. 

Operating income declined 34.6 per cent to 
$296 million. Lower gross margins and cost 
pressures on selling, administrative and 
other expenses were principal factors. Interest 
expense rose $17.2 million or five cents per 
share. 

Allstate Group earnings were 13 cents per 
Sears share, down 21 cents. Net income 
(including realized capital gains on invest¬ 
ments) was $21.5 million, down $32.9 million 
from $54.4 million a year ago. 

The fourth quarter produced an underwriting 
loss before income taxes of $46 million 
compared with a profit of $10.6 million in the 


year ago period. Inflation and continued 
adverse claim trends were contributing 
factors. Investment income before income 
taxes rose $4.4 million to $41.3 million. 
Income from life insurance operations before 
income taxes was $7.5 million, up $800,000. 
Realized capital gains were minimal, 
compared with $6 million realized gains 
after income taxes in the 1973 period. 

Allstate Enterprises net income was $582,000, 
up from $196,000 in the 1973 quarter. 

income of other companies was $9.3 million, 
down $14.5 million. The major factors 
contributing to the fourth quarter decrease are 
a $6.8 million translation difference—$5.8 
million loss in the 1974 period versus a 
$1 million gain in 1973; the absence of $4.8 
million capital gain and accounting change 
benefits recorded by Homart Development Co. 
in the fourth quarter of 1973; provision for a 
$2,1 million reserve for blocked currency; 
and the effect of a change by certain other 
unconsolidated companies to the LIFO 
inventory method (results of previous 1974 
quarters have been restated accordingly). 


Statement of Consolidated Sales and Income 

3 Months Ended Jan. 31 

Per Cent 

(thousands) 

1975 

1974* 

Change 

Net sales (including finance charge revenues). 

$3,638,370 

$3,497,603 

4.0 

Operating income from sales and services. 

Equity income of 

295,994 

452,474 

(34.6) 

Allstate Group 




Insurance companies 




In the absence of operating or investment reasons 
compelling liquidation, it is inappropriate to reflect 
in income temporary fluctuations in market values 
of long-term equity investments. Consequently, 
investment results exclude unrealized market in¬ 
creases (decreases) in equity investments of $28,512 
and ($142,232). 

Underwriting and investment income. 

20,928 

48,226 

(56.6) 

Realized capital gains. 

(17) 

6,015 


Allstate Enterprises, Inc... 

582 

196 

196.9 


21,493 

54,437 

(60.5) 

Other companies. 

9,319 

23,850 

(60.9) 


30,812 

78,287 

(60.6) 

Operating income and equity in income of 

unconsolidated companies. 

General expenses 

326,806 

530,761 

(38.4) 

Interest (less capitalization of $3,529 and $5,984). 

93,202 

76,030 

22.6 

Contribution to Employes’ Profit Sharing Fund. 

25,603 

50,691 

(49.5) 

Income taxes. 

80,440 

160,250 

(49.8) 


199,245 

286,971 

(30.6) 

Net income. 

$ 127,561 

$ 243,790 

(47.7) 

Per share (average shares 157,747 and 157,305). 

$ .81 

$ 1.55 

(47.8) 


5 ‘Restated (see note 3, page 19) 

































Financial 
Review and 
Comments 


Sales in 1974 rose to $13.1 billion, an increase 
of $795 million or 6.5 per cent. This was a new 
high for the 20th consecutive year. Although 
sales were at record levels each quarter, com¬ 
petitive pricing and the softening economy 
held the fourth quarter increase to 4 per cent. 


NET SALES ( billions ) 


Quarter 1974 


First. $ 2.894 

Second. 3.209 

Third. 3.360 

Fourth. 3.638 


Year.... $13,101 


Increase 


1973 

Amt. 

% 

$ 2.660 

$.234 

8.8 

3.037 

.172 

5.7 

3.111 

.249 

8.0 

3.498 

.140 

4.0 

$12,306 

$.795 

6.5 


The following percentages indicate the 
origin or classification of company net sales: 


Retail units (including sales 
at catalog counters in 
stores of 11.7% and 11.2% 

respectively) . 

Catalog (other than at catalog 
counters in retail stores ).. 

Industrial sales. 

Repair services. 

Finance charge revenues. 

Total net sales. 


1974 

1973 

80.8% 

81.1% 

9.4 

9.2 

2.1 

2.1 

2.8 

2.8 

4.9 

4.8 

100.0% 

100.0% 


Retail unit sales for 1974 were $100 per 
gross square foot compared with $98 per 
square foot for 1973. In the past ten years, 
Sears net sales have grown at a compound 
annual rate of 8.6 per cent. 

Net sales of Sears unconsolidated Inter¬ 
national operations in Canada, Latin America 
and Europe increased $397 million to $1,841 
million. International operations are reviewed 
on page 32. 


INTERNATIONAL 

NET SALES 

Increase 

(millions) 

1974 

1973 

Amt. 

% 

Canada. 

$1,368 

$1,076 

$292 

27 

Latin America.. 

338 

254 

84 

33 

Europe. 

135 

114 

21 

18 

Total. 

$1,841 

$1,444 

$397 

28 


Net income was $511 million, down $169 
million, a decrease of 24.8 per cent Net 

income had risen for 13 previous consecutive 
years. Although a record in the first quarter, 
net income declined in subsequent quarters 
as the economy weakened. 


NET INCOME ( millions) 


Quarter 

1974 

1973 

Amt. 

% 

First. 

.. $129 

$119 

$ 10 

7.9 

Second. 

.. 146 

162 

(16) 

(10.1) 

Third. 

109 

155 

(46) 

(29.6) 

Fourth. 

127 

244 

(117) 

(47.7) 

Year... 

.. $511 

$680 

$(169) 

(24.8) 


Earnings per share were $3.25, down $1.08. 

Per share earnings for each quarter are shown 
in the following table: 


EARNINGS PER SHARE 
Quarter 1974 1973 


First. 

Second.... 

Third. 

Fourth. 

Year... 


$ .82 

$ .76 

.93 

1.03 

.69 

.99 

.81 

1.55 

$3.25 

$4.33 


Change 


Amt. 

% 

$ .06 

7.7 

(.10) 

(10.2) 

(.30) 

(29.7) 

(.74) 

(47.8) 

($1.08) 

(25.0) 


Profit margins declined in 1974, especially 
in the second half of the year. Price reductions 
and a lower rate of increase in sales com¬ 
bined with cost increases of merchandise 
and other operating expenses resulted in a 
13.4 per cent decrease in operating income for 
the year. Operating income declined $167 
million and represented 8.2 per cent of net 
sales compared with 10.1 per cent for 1973. 
Equity income declined $55 million, the 
Allstate Group was down $36 million and other 
companies were down $19 million. Interest 
expense, excluding $19 million capitalized, 
rose 42.5 per cent. The increase of $108 
million reduced earnings 30 cents per share. 
Decreased amounts for profit sharing 
contribution and income taxes reflected 
lower levels of income. 

The following summarizes the decrease 
in 1974 net income: 


(millions) 

Net sales increased. $ 795 

Cost of sales, buying and 
occupancy expenses increased (630) 

Selling and administrative 
expenses increased. (332) 


Operating income decreased.... (167) 

Equity income 

Allstate Group decreased. (36) 

Other companies decreased .. (19) 

General expenses 

Interest expense increased... (108) 

Profit sharing decreased. 32 

Income taxes decreased. 129 


Net income decreased. $ (169) 


Per share decreased. $ (1.08) 


Earnings of unconsolidated companies 
amounted to $1.21 per share, down 36 cents. 

Sears share in the income of unconsolidated 
companies decreased 22.6 per cent to $191 
million from $246 million in 1973. The wholly 
owned Allstate Group—insurance operations 
and financial services—contributed $1.06 
per share to Sears earnings, down 23 cents 
per share from 1973. Underwriting and 
investment income from insurance operations 
decreased $16.7 million to $156 million 
after taxes. Realized capital gains were $10.8 
million, down from $26.1 million in 1973. 







































































Net income of Allstate Enterprises was 
$536,000 compared with $4.4 million in 1973. 
Revenues earned rose $5.4 million to $102.7 
million; however, interest expense was up 
$10.2 million resulting in a decline in pre-tax 
income. The Allstate Group results are 
covered on pages 24-30. 

Sears earnings from International operations 
decreased $5.5 million to $15.5 million, after 
providing a $2.1 million reserve for non- 
remittabie earnings. Translation losses for the 
year amounted to $7 million. In Canada, 
equity in income of Simpsons-Sears, a 41.3 
per cent owned affiliate, was $14.9 million 
compared with $12.7 million. In Latin 
American countries, our share in the earnings 
of subsidiaries was $18.2 million, up $3.1 
million before providing a $2.1 million reserve. 
In Spain, net income of Sears wholly owned 
subsidiary increased to $3.1 million from $2.4 
million. Galeries Anspach, our Belgian 
subsidiary, recorded a loss of $19.1 million 
(including a $4.4 million translation loss) 
compared with a 1973 loss of $9.6 million. 

Net income of Homart Development Co.— 
our wholly owned developer of shopping 
centers—was $2.5 million, down from $10 
million in 1973, which included $8.2 million 
from capital gains and an accounting change. 
Homart operations are reviewed on page 31. 

Equity in income of subsidiaries or affiliates 
which supply merchandise to Sears was 
$5.5 million compared with $12.4 million 
in 1973. Six of these companies changed to 
the LIFO inventory method, decreasing 
Sears net income $7.6 million. 

The percentage contributions of the major 
elements of operations to Sears income— 

before its general expenses, and all income 
taxes and extraordinary items—for each of the 
last five years are shown in the table at the 
bottom of the page. 

Acquisition and new developments: In March 
1974, Sears issued 64,485 shares of Sears 
common stock for the assets of Chico Savings 
and Loan, a California association. 

Allstate Savings and Loan Association, a 
wholly owned subsidiary of Allstate 
Enterprises, has agreed to purchase Empire 


Savings and Loan Association (headquartered 
in Van Nuys, California) for approximately $25 
million. The acquisition is subject to certain 
conditions, including the approval of various 
regulatory agencies and various rulings from 
the Internal Revenue Service. 

Depreciation expense provided for 1974 was 
$149 million, an increase of $22 million or 17.3 
per cent from $127 million provided in 1973. 
Short-lived fixed assets have become a more 
significant part of total assets and account 
for the major part of the increase. 

1974 taxes totaled $604 million, down $95 
million. Although income taxes decreased, 
payroll, property and other taxes continued 
to increase. 


DIRECT TAXES (millions) 



1974 

1973 

Amt. 

% 

Income. 

. $304 

$433 

$(129) 

(29.8) 

Payroll. 

. 191 

176 

15 

8.6 

Property. 

. 84 

70 

14 

19.4 

Other. 

. 25 

20 

5 

26.6 

Total taxes.. 

. $604 

$699 

$ (95) 

(13.6) 


Incentive compensation and stock options: 

Sears continued the policy of authorizing 
incentive compensation for key employes 
but reduced its relative importance in total 
remuneration in keeping with adjustments of 
basic salary scales. This change and the 
lower level of corporate earnings resulted in 
reducing incentive compensation $24 
million from 1973 levels. For 1974, 19,600 
employes earned incentive compensation 
totalling $49 million. Awards to individual 
officers are approved by a committee which 
is comprised entirely of outside directors. 

On January 22, 1975, non-qualified stock 
options for 3,489,070 shares of Sears stock 
were granted to 15,727 employes, including 
12 individuals who were also directors of 
the company. The purchase price specified 
was $52.19 per share, the fair market value on 
the date of grant. The contracts are not exercis¬ 
able after October 1, 1984. The grant of these 
options followed the cancellation of qualified 
and non-qualified options expiring in 1981 
and 1984 for 3,077,288 shares granted at a 
price range of $85.94 to $89.82 per share. 


Net Sates Milestones 

in Billions of Dollars 

14—-—- 



Net Income per Share 

in Dollars 



Contributions to Income (percentage) 

1970 

1971 

1972 

1973 

1974 

Sears and consolidated subsidiaries— 
domestic retail distribution. 

... 86% 

82% 

79% 

79% 

82% 

Unconsolidated subsidiaries and affiliates— 






Allstate insurance companies. 

... 10 

13 

15 

16 

14 

All other subsidiaries and affiliates and 
dividends from other companies. 

... 4 

5 

6 

5 

4 


100% 

100% 

100% 

100% 

100% 










































Dividends per share were $1.85, up 10 cents. 

The quarterly dividend was 40 cents per 
share in the first three quarters of 1974. The 
fourth quarter dividend of 65 cents per share 
included an extra dividend of 25 cents per 
share. Tota! dividends paid to shareholders 
amounted to $291 million, an increase of 
$16 million from 1973. 

DIVIDENDS TO SHAREHOLDERS 
(millions) Year Ended January 31 


1975 1974 


Month Paid 

Amount 

Per 

Share 

Amount 

Per 

Share 

April. 

$ 63 

$ .40 

$ 55 

$ .35 

July. 

63 

.40 

55 

.35 

October... 

63 

.40 

63 

.40 

January— 
Regular. 

63 

.40 

63 

.40 

Extra... 

39 

.25 

39 

.25 


$291 

$1.85 

$275 

$1.75 


Dividends represented 57 per cent of 1974 
net income, compared with 40 per cent for 1973. 
For the past 10 years, the company's dividend 
pay-out has averaged 46 per cent of earn¬ 
ings. Dividends per share have increased as 
follows: 



1964 

1969 

1974 

Dividends per share 

$1.00 

$1.35 

$1.85 

Increases from 1964 


$ .35 

$ .85 


Shareholders’ equity reached $5.2 billion, an 

increase of $244 million. Net income for 1974 
less dividends provided $220 million; stock 
issued to the Profit Sharing Fund, $24 million. 
The book value per share of Sears stock was 
$33.21, compared with $31.76 at the close of 
1973. The rate of return on shareholders' 
equity (net income divided by average equity) 
was 10 per cent, compared with 14.2 per 
cent for the previous year. The number of 
shareholders increased to 270,014 from 
267,457 the previous year. 


Profit sharing fund and supplemental pension 
plan contributions by Sears, Allstate and 
certain subsidiaries amounted to: 


(millions) 

1974 

1973 

Profit sharing fund. 

. $100 

$137 

Pension plans... 

. 34 

29 

Total. 

. $134 

$166 


The Savings and Profit Sharing Fund of Sears 
Employes was established in 1916. At De¬ 
cember 31, 1974,288,880 regular and qualified 
part-time employes of Sears, Allstate and 
certain wholly owned domestic subsidiaries 
were participants in the Fund. 

The Company and Allstate Insurance also 
maintain supplemental pension plans. 
Employer contributions to these plans are 
computed on an actuarial basis, and retirement 
benefits are based on length of service and 
remuneration over $15,000 per year. Effective 
October 1, 1974, Sears plan was changed to 
provide for full vesting after ten years em¬ 
ployment. This does not have a significant 
effect on the annual cost of the plan. At 
December 31,1974, the combined market value 
of the assets of supplemental pension plans 
was $126 million less than the actuarially com¬ 
puted value of vested benefits. At December 
31, 1974, and at December 31,1973, the 
market value of the equity investments of 
these plans was $49 million and $10 million, 
respectively, below cost. At December 31, 

1974, the unfunded past service cost for sup¬ 
plemental pension plans was $54 million. 

Condensed financial statements of The Profit 
Sharing Fund and supplemental pension plans 
are shown at the bottom of page 9. 

Inventories were -$1,979 billion, up 5.3 per 
cent at year end. Merchandise inventories, 
which reached a peak of $2,514 billion at the 
end of November, 1974, averaged $2,164 
billion during 1974. At year end, inventories 
were up $100 million from $1,879 billion at the 
close of 1973. Inventories, including amounts 
required to support new store openings. 


Who Owns Sears (on November 22, 1974—record date for January, 1975 dividend) 


Type of shareholder 

Number of 
shareholders 

Number of 
shares 

Average per 
shareholder 

Per cent 
of total 
shares 

Individuals 





Women. 

105,794 

25,466,002 

241 

16.2 

Men. 

79,029 

22,653,071 

287 

14.4 

Joint tenants. 

49,269 

6,977,679 

142 

4.4 

Bank nominees. 

2,864 

61,047,880 

21,316 

38.7 

Investment organizations. 

28,932 

4,471,287 

155 

2.8 

Brokers. 

502 

3,675,103 

7,321 

2.3 

Corporations and firms. 

1,497 

2,330,355 

1,557 

1.5 

Other. 

2,126 

1,167,745 

549 

.7 


270,013 

127,789,122 


81.0 

Employes’ Profit Sharing Fund ..... 

1 

29,923,231 


19.0 

Totals. 

270,014 

157,712,353 


100.0 


8 


















































are budgeted to reflect improved merchandise 
availability and the current economic outlook. 
Merchandise on order amounted to $2.44 
billion at the close of 1974. 

Credit sales (gross) totaled $7,587 billion, 

resulting in accounts receivable at year end 
of $5,048 billion—$2,488 billion easy payment 
and $2,560 billion revolving charge. The ratio 
of credit sales to total sales was 52.8 per cent, 
up from 52.3 per cent in 1973. 

Sears offers two types of credit plans in most 
states, a revolving charge account and an 
easy payment account. The revolving charge 
account plan allows an option of paying in 
full within 30 days with no finance charge, or 
paying in monthly installments with a finance 
charge assessed on the average daily balance 
excluding purchases made during the current 
billing period and unpaid finance charges. 
Payments are flexible depending upon the 
amount owed with a minimum monthly 
payment of $10. Easy payment accounts are 
traditional installment accounts with terms 
payable up to 36 months; for certain home 
improvements, five-year terms are offered. 

Customer accounts increased 1.2 million 
to 21 million. There were 14.2 million active 
revolving charge accounts with an average 
balance of $183, and 6.8 million active easy 
payment accounts with an average balance 
of $372. Based on 1974 experience, the 
average maturity of our accounts is 27.7 
months for an easy payment account and 10 
months for a revolving charge account. 


Included in the $5,048 billion installment 
accounts receivable are balances due after 
one year of $862 million which are expected 
to earn finance charge income at annual 
percentage rates ranging from 10 to 20 per cent. 
Collection experience for 1974 compared 
satisfactorily with past results. As of year end, 
there were 234,620 accounts delinquent three 
or more monthly payments. The number of 
defaulted accounts (less than one full monthly 
payment received during the previous six 
months) totaled 8,348. The allowance for un¬ 
collectible accounts, which was $94 million at 
year end, is adequate, based on experience. 
Charged-off accounts after recoveries and 
the related percentage to credit sales for the 
past five years were: 

Charged-off Per cent to 


Year accounts credit sales 


(millions) 

1974. $44 0.58 

1973 . 35 0.50 

1972. 35 0.55 

1971. 38 0.66 

1970. 35 0.65 


Income and Dividends 


Net Income 
Retained (ncome 
Cash Dividends 


in Millions of Dollars 



Unearned finance charges were $205 million, 
the same as at the close of 1973. The cost 
of credit operations exceeded finance charge 
revenue by $36 million as compared with 
$8 million for 1973. Finance charge income 
and credit costs are presented on page 20, 
note 8, conforming with a standard adopted 
within the retail industry. 


The Savings and 
Profit Sharing 
Fund of 

Sears Employes 
(at market) 


Sears and 
Allstate 
Supplemental 
Pension Plans 
(at cost) 


FINANCIAL POSITION ( millions ) December 31 

1974 

1973 

1974 

1973 

Sears common stock at market value: 





1974 — 30,269,300 shares @ $48% per share; 

1973—29,655,190 shares @ $80% per share...... 

$1,460* 

$2,380 



General investments — 





Short-term investments. 

152 

180 

$ 12 

$ 13 

Long-term bonds, notes and other obligations. 

63 

9 

115 

75 

Preferred stocks. 

3 

6 

1 

1 

Common stocks... 

252 

370 

143 

153 

Members ownership or reserved for future benefits. 

$1,930 

$2,945 

$271 

$242 

CHANGES IN ASSETS (millions) 

1974 

1973 

1974 

1973 

Total assets at January 1. 

Contributions from — 

$2,945 

$4,187 

$242 

$218 

Members. 

129 

109 

— 

— 

Employing companies. 

100 

137 

34 

29 

Investment income (net). 

75 

65 

11 

8 

Gain (loss) on sale of general investments. 

Market appreciation (depreciation) — 

1 

12 

(6) 

(5) 

Sears stock. 

(934) 

(1,056) 

— 

— 

General investments. 

(137) 

(118) 

— 

— 

Members; withdrawals or pensions paid. 

(249) 

(391) 

(10) 

(8) 

Total assets at December 31. 

$1,930 

$2,945 

$271 

$242 

‘A* March 31, 1975, ffts msrkst vs/us of Sears common stock was $2,043 

million ($67 'A per share). 
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Short-term borrowings increased $558 million 

to $3,068 billion at year end. Short-term 
borrowings as exhibited in the company’s 
Statement of Financial Position on page 14 
are as follows: 


January 31 


(bilfions) 

1975 

1974 

Change 

Commercial paper.. 

$2,301 

$1,909 

$.392 

Banks. 

.227 

.171 

.056 

Agreements with bank 
trust departments-. 

.540 

.430 

.110 

Total. 

$3,068 

$2,510 

$.558 


The average cost of alt moneys borrowed 
was 9.4 per cent in 1974, up from 8 per cent 
in 1973. At the close of 1974, we had unused 
lines of bank credit approximating $2.2 billion. 

Sears Roebuck Acceptance Corp., a wholly 
owned consolidated subsidiary, sold through 
underwriters in January 1975, $125 million in 
principal amount of 8% per cent, 12-year 
subordinated debentures. 

A condensed statement of SRAC’s financial 
position follows: 


( millions } January 31 



1975 

1974 

Notes of Sears, Roebuck 

and Co. 

,. $4,120 

$3,433 

Cash and other assets. 

3 

1 


$4,123 

$3,434 

Short-term debt. 

. $2,840 

$2,339 

Other liabilities. 

38 

39 

Long-term debt— 
notes. 

338 

356 

senior. 

50 

5Q 

subordinated. 

150 

25 

Shareholder’s equity. 

707 

625 


$4,123 

$3,434 


Working capital decreased $26 million to 
$2,353 billion at year end. Current assets of 
$7,248 billion covered current liabilities of 
$4,895 billion 1.48 times. The source, use 
and increase (decrease) in working capital is 
detailed in the Statement of Changes in 
Financial Position on page 17. 

Long-term debt outstanding was $1,095 
billion, compared with $980 million at year 
end 1973. SRAC's long-term debt rose $107 
million, in March 1975, after the close of fiscal 
1974, Sears issued $250 million in principal 
amount of 7% per cent debentures due 1985. 
Long-term debt is detailed on page 15. 


Capital expenditures were $411 million in 1974. 

The company invested $334 million for the 
expansion and improvement of facilities; $77 
million was spent for normal replacement of 
equipment. Additionally, our landlords spent 
$21 million for stores and other properties 
leased to Sears. 

Funds allocated to retail, catalog and other 
operations in the last three years are as 
follows: 

CAPITAL EXPENDITURES { millions) 



1974 

1973 

1972 

Retail.. 

.. $298 

$259 

$226 

Catalog. 

45 

42 

32 

Other operations..., 

68 

100 

94 


$411 

$401 

$352 


30 new Sears stores were opened in 1974. 

Seventeen of the stores are company-owned 
and encompass 76 per cent of new store 
space opened. The following is a breakdown 
of the number of retail stores opened, closed 
and reclassified during 1974: 

Com- Medium Hard 



plete 

Size 

Lines 

Total 

New markets.... 

11 

6 

— 

17 

Relocations. 

7 

6 

— 

13 

Total opened.... 

18 

12 

—- 

30 

Closed-converted 

(2) 

(11) 

(6) 

(19) 

Reclassified (net) 

— 

(3) 

3 

— 

increase. 

Units in operation 

16 

(2) 

(3) 

11 

at end of year.. 

319 

375 

157 

851 


Sears replaced 13 of the 19 closed stores 
with modern units in the same shopping 
communities. We reclassified three stores 
and enlarged and modernized three. Sears 
expects these new stores to contribute to 
future sales and profit goals. Expansion of 
the retail system totaled 4.9 million square 
feet of gross space. The net addition after 
adjusting for closings was 3.5 million 
square feet 

Retail space increased as follows: 

GROSS SQUARE FEET ( millions ) 


Retail Unit 

1974 

1973* 

Increase 

Full line stores. 

67.7 

64.6 

3.1 

Medium-size stores.. 

29.0 

28.8 

.2 

Hard lines stores.... 

3.9 

3.9 

— 

Other units. 

5.1 

4.9 

.2 

Total. 

105.7 

102.2 

3.5 


'Restated to include square footage of certain retail selling 
facilities not classified as stores. 





























































In January 1975, Sears opened its 13th 
catalog distribution center, Jacksonville, FL. 
The 1.6 million sq. ft. facility will better enable 
Sears to meet the needs of our southeastern 
catalog customers as well as improve service 
of supply to retail stores which it supports. 

The number of other Sears selling units 
continued to grow with the addition of 101 
other selling facilities, including units operated 
by independent catalog merchants and 
Seibu, a Japanese retailing group. 

Sears property account reached $2,224 billion, 

an increase of $246 million during 1974. 

CHANGES IN PROPERTY, PLANT AND 
EQUIPMENT—NET ( millions) 



1974 

1973 

1972 

Beginning of year... 

$1,978 

$1,714 

$1,495 

Capital additions.... 

411 

401 

352 

Depreciation. 

(149) 

(127) 

(120) 

Dispositions. 

(16) 

(10) 

(13) 

Net increase for the 

year. 

246 

264 

219 

End of Year. 

$2,224 

$1,978 

$1,714 


Sears invested $1.8 billion in the last five 
years for new and improved facilities and 
normal replacement of equipment. This in¬ 
cluded $1,183 billion for 79 complete depart¬ 
ment stores, 62 medium size units and 11 
hard lines stores and enlargement of 30 
existing stores; approximately 19 million 
square feet was added to gross retail space. 
Seventy-three, or nearly half of these 152 
new units, were built to replace older stores. 
These relocated units represent 8.9 million 
square feet of gross store space, replacing 
stores which had a total of 4.3 million square 
feet. Sears has been in the retail store 
business for 50 years and our policy calls 
for the continuing improvement or relocation 
of our older store facilities to more productive 
locations. 

At the close of fiscal 1974, Sears operated 
319 complete department stores, 375 
medium size units and 157 hard lines stores. 
The company had 105.7 million square feet 
of retail space in operation to serve 
customers. Gross space has been restated 
to include square footage of certain retail 
selling facilities not classified as stores. 

In the last five years Sears invested $264 
million in catalog operations. This included 
expenditures for new catalog merchandise 


distribution centers in Columbus, OH and 
Jacksonville, FL and major enlargements of 
other catalog centers. 

Sears owns 234 of the complete department 
stores and 109 of the medium size stores. All 
except one of the hard lines stores are leased. 
Most of our 1,666 catalog, retail and 
telephone sales offices are occupied under 
year-to-year leases. The general offices at 
Sears Tower, the new 110-story office 
building in Chicago; the territorial office 
buildings; the 13 catalog merchandise 
distribution centers, and 124 warehouses, 
including 52 of the major distribution 
warehouses, are owned by the company. 

The general office located in New York City 
and the remaining warehouses are leased. 

Sears expansion plans for 1975 are: 

—To open 36 retail stores, including 18 in 
new markets. 

Seventeen will open in the first half. 
Additions to retail gross space will exceed 
four million square feet. 

—To continue construction of the 900,000- 
square-foot national catalog fashion dis¬ 
tribution center in Elk Grove Village, IL, 
scheduled to be in operation early in 1976. 

Capital expenditures for 1975 are estimated 
to exceed $350 million. This includes amounts 
for expansion of catalog, retail and sales 
supporting facilities and amounts for remodel¬ 
ing and normal replacements. Our landlords 
will spend an additional $24 million on Sears 
stores. 


Assets, Liabilities and 
Shareholders’ Equity 


Assets 

Liabilities 

| Shareholders' Equity 
in Billions ot Dollars 


12 . 0 ' 

10 . 0 ' 

8 . 0 ' 

6 . 0 ' 

4 . 0 ' 

2.0 

0 
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Financial position continues excellent. In 1974, 
Sears generated $612 million in funds 
provided from operations and short-term 
deferred income taxes. 

At the close of the year, working capital 
totaled $2,353 billion. Capitalization of $9,404 
billion included $3,068 billion short-term debt, 
$1,095 billion long-term debt and $5,241 
billion shareholders’ equity. 

Sears is in excellent financial condition as 
indicated by the following comparative 
figures: 

CAPITALIZATION 


(billions) 

1974 

% 

1969 

% 

Short-term debt.. . 

$3,068 

32 

$1,771 

31 

Long-term debt... 
Shareholders’ 

1.095 

12 

.455 

8 

equity... 

5.241 

56 

3.437 

61 

Total. 

$9,404 

100 

$5,663 

100 
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The 1.6 million square foot Jacksonville, FL, 
Catalog Merchandise Distribution Center 
opened in January 1975. 


Retail Stores Opened In 1974 (30) 

Complete Department Stores (18) 

Aiea, Oahu, HI - Pearlridge Center 
Birmingham, AL - East Mall* 

Chattanooga, TN - Northgate 

City of Industry, CA - Puente Hills Center 

Corpus Christi, TX - Airline Mall* 

Denver, CO - Southglenn Shopping Center 
Erie, PA - Mill Creek Mall* 

Fayetteville, NY - Fayetteville Mall* 
Independence, MO - Independence Center f 
Maplewood, MN - Maplewood Mall f 
Merrillville, IN - Southlake Mall* 

Orlando, FL-A/famonfe Mall *f 
Paramus, NJ - Paramus Mall 
Pensacola, FL - University Mall* 

Phoenix, AZ - Metro Center f 
Poughkeepsie, NY - South Hills Mall 
Richardson, TX - Richardson Center 
Westminster, CA - Westminster Mall f 


Medium Size Stores (12) 

Camp Hill, PA - Capital City Mall 
Carbondale, IL - University Mail 
Chehalis, WA - Lewis County Mail* 

Cleveland, TN - Cleveland Mall 
Gadsden, AL - Gadsden Mall* 

Globe, AZ - C obre Valle Shopping Center* 
Johnstown, PA - Richland Mall* 

Managua, Nicaragua - Interamerican Highway 
North* 

Sierra Vista, AZ - Cochise Valley Plaza 
Southfield, Ml - Southfield Plaza 
Steubenville, OH - Fort Steuben Mali* 
Victorville, CA - Desert Valley Shopping Center 

•Replaced existing store 

fLocated in Homart Development Co. shopping center 


Facilities, January 31,1975 


Retail Stores 

Complete Department Stores.319 

Medium Size Department Stores.375 

{carrying extensive assortments of 
general merchandise) 

Hard Lines Stores.157 


{carrying major household appliances, 
hard lines, sporting goods and 
automotive supplies) 


Catalog Merchandise Distribution Centers. .13 


Other Selling Facilities and 

Independent Catalog Merchants.2,886 

Major Distribution Warehouses.77 

{for retail store groups ) 

Service and Parts Centers.157 


•Plus 371 other warehouses serving individual stores. 
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Statement 
of Income 


$ in thousands 

Year Ended January 31 


1975 

1974* 

Net sales (including finance charge revenues—note 8). 

Cost of sales, buying and occupancy expenses. 

Selling and administrative expenses. 

. $13,101,210 

. 8,293,810 

. 3,733,549 

$12,306,229 

7,664,123 

3,401,594 


12,027,359 

11,065,717 

Operating income from sales and services. 

. 1,073,851 

1,240,512 

Equity in income of (note 1) 




Allstate Group 


Insurance companies 

In the absence of operating or investment reasons compelling 
liquidation, it is inappropriate to reflect in income temporary 
fluctuations in market values of long-term equity investments. 
Consequently, investment results exclude unrealized market 
decreases in equity investments of $422,125 and $258,667. 


Underwriting and investment income. 

Realized capital gains........ 

Allstate Enterprises, Inc. 

156,024 

10,830 

536 

172,723 

26,146 

4,421 

Other unconsolidated subsidiaries and affiliates. 

Other companies (dividends). 

167,390 

21,503 

1,977 

203,290 

41,533 

1,869 


190,870 

246,692 

Operating income and equity in income of unconsolidated 
companies ... 

1,264,721 

1,487,204 

General expenses 

interest (less capitalization of $19,570 and $23,113). 

Contribution to Employes’ Profit Sharing Fund. 

Income taxes (note 2). 

361,347 

87,783 

304,200 

253,587 

119,891 

433,500 


753,330 

806,978 

Net income.... 

... $ 511,391 

$ 680,226 

Per share (average shares 157,473 and 157,151). 

$3.25 

$4.33 
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‘Restated (see note 3, page 19). 

See accompanying statement of accounting policies and notes to financial statements. 









































January 31 


Statement of 

Financial 

Position 


$ in thousands 


1975 


Assets 

Current Assets 

Cash. $ 192,015 

Receivables. 4,979,355 

I nventories. 1,979,280 

Prepaid advertising and other charges. 97,827 

Total Current Assets. 7,248,477 

Investments (note 1) 

Allstate Insurance Company (cost $54,600; carrying value excludes 
unrealized decreases of $469,455 and $47,330 between cost and 

market of equity investments). 1,308,416 

Other investments and advances. 542,898 

1,851,314 

Property, Plant and Equipment. 2,223,930 

Deferred Charges. 15,689 

Total Assets. $11,339,410 


1974* 


$ 198,085 

4,615,245 
1,879,101 
79,277 

6,771,708 


1,141,562 

531,544 

1,673,106 

1,978,194 

7,625 

$10,430,633 


Liabilities 
Current Liabilities 


Short-term borrowings (note 9) 


Commercial paper. 

. $ 

2,300,742 

$ 

1,909,041 

Banks . 


227,181 


170,991 

Agreements with bank trust departments. 


539,615 


429,795 

Accounts payable and accrued expenses. 


843,216 


959,339 

Unearned maintenance agreement income. 


203,240 


192,822 

Deferred income taxes... 


781,620 


731,137 

Total Current Liabilities. 


4,895,614 


4,393,125 

Deferred Income Taxes... 


107,570 


60,471 

Long-Term Debt.. 


1,095,120 


980,496 

Total Liabilities. 

......... $ 

6,098,304 

$ 

5,434,092 

Shareholders’ Equity . 

. $ 

5,241,106 

$ 

4,996,541 
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'Restated (see note 3, page 19). 

See accompanying detail, statement of accounting policies and notes to financial statements. 







































January 31 


Financial 

Position 

Detail 


$ in thousands 


RECEIVABLES 

Customer installment accounts receivable 

Easy payment accounts. 

Revolving charge accounts... 

Other customer accounts {net of $60,967, and $70,357 accounts sold) 
Miscellaneous accounts and notes receivable. 


Less—unearned finance charges. 

allowance for uncollectible accounts. 

OTHER INVESTMENTS AND ADVANCES 

Allstate Enterprises, Inc. {cost $82,456—note 3). 

International subsidiaries (cost $92,050 and $78,654}. 

Simpsons-Sears Limited {cost $40,569).. 

Homart Development Co. (cost $24,255 and $32,817). 

Other subsidiaries and affiliates (cost $44,235 and $36,089) 
Investments and advances {principally at cost). 


PROPERTY, PLANT AND EQUIPMENT (at cost) 

Land. 

Buildings and improvements. 

Furniture, fixtures and equipment. 

Total property, plant and equipment. 

Less accumulated depreciation. 


ACCOUNTS PAYABLE AND ACCRUED EXPENSES 

Accounts payable. 

Accrued expenses. 

Federal income taxes accrued.. 

Other accrued taxes. 


LONG-TERM DEBT (note 4) 

Sears, Roebuck and Co. 

8%% Notes, due 1976. 

4%% Sinking Fund Debentures, due 1983. 

6%% Sinking Fund Debentures, due 1993. 

8 %% Sinking Fund Debentures, due 1995. 

6.2% Notes, due 1988 (Swiss Francs 80,000,000). 

Sears Roebuck Acceptance Corp. 

7.46% Notes, rate subject to fluctuation; notes callable after 13 

months under agreements with bank trust departments. 

5% Debentures, due 1982. 

4%% Subordinated Debentures, due 1977... 

8%% Subordinated Debentures, due 1986.. 


1975 

1974* 

$2,488,609 

2,559,657 

67,225 

163,010 

$2,463,104 

2,210,227 

66,999 

166,730 

5,278,501 

205,308 

93,838 

4,907,060 

205,105 

86,710 

$4,979,355 

$4,615,245 

$ 124,200 
116,587 
111,944 
46,051 
101,562 
42,554 

$ 123,664 
112,047 
102,763 
52,070 
93,483 
47,517 

$ 542,898 

$ 531,544 

$ 288,935 
2,033,295 
1,093,239 

$ 273,715 
1,829,285 
974,346 

3,415,469 

1,191,539 

3,077,346 

1,099,152 

$2,223,930 

$1,978,194 

$ 352,611 
252,696 
78,133 
159,776 

$ 443,760 
269,288 
94,375 
151,916 

$ 843,216 

$ 959,339 

$ 125,000 
182,000 
93,000 
125,000 
32,120 

$ 125,000 
182,000 
93,000 
125,000 
24,496 

338,000 

50,000 

25,000 

125,000 

356,000 

50,000 

25,000 

$1,095,120 

$ 980,496 
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$ in thousands 


Year Ended January 31 


Statement of 

Shareholders’ 

Equity 


Common Stock (including capital in excess of 
par value)—$1.50 par value, 200,000,000 
shares authorized; issued and outstanding 
as follows: 

Balance, beginning of year (note 3). 

Stock options exercised (note 6). 

Issued to Profit Sharing Fund. 

Equity in capital transactions of Simpsons- 
Sears Limited. 

Balance, end of year. 

Retained Income 

Balance, beginning of year (note 3). 

Net income. 

Dividends to shareholders ($1.85 and $1.75 
per share, respectively). 

Balance, end of year. 

Total Shareholders' Equity. 


1975 

1974* 

1975 

1974* 

(shares) 

157,343,092 157,076,195 

$ 591,333 

$ 565,806 

— 

5,481 

— 

405 

484,282 

261,416 

23,999 

23,998 

— 

— 

474 

1,124 

157,827,374 

157,343,092 

615,806 

591,333 


$4,405,208 

$3,999,895 

511,391 

680,226 

(291,299) 

(274,913) 

4,625,300 

4,405,208 

$5,241,106 

$4,996,541 


'Restated (see note 3, page 19). 

See accompanying statement ot accounting policies and notes to financial statements. 


Report of Certified Public Accountants 

To the Shareholders and Board of Directors of Sears, Roebuck and Co.: 


We have examined the Statement of Finan¬ 
cial Position of Sears, Roebuck and Co. and 
consolidated subsidiaries as of January 31, 
1975 and 1974, and the related Statements of 
Income, Shareholders' Equity and Changes in 
Financial Position for the years then ended. 
Our examination was made in accordance 
with generally accepted auditing standards, 
and accordingly included such tests of the 
accounting records and such other auditing 
procedures as we considered necessary 
in the circumstances. 


In our opinion, the aforementioned financial 
statements present fairly the financial position 
of Sears, Roebuck and Co. and consolidated 
subsidiaries at January 31, 1975 and 1974, and 
the results of their operations and changes 
in their financial position for the years then 
ended, in conformity with generally accepted 
accounting principles applied on a consistent 
basis. 







Chicago, Illinois, April 7, 1975 




























Year Ended January 31 


Statement of 
Changes in 
Financial 
Position 


$ in thousands 




1975 


1974* 

SOURCE OF WORKING CAPITAL 





Net income.... 

. $ 

511,391 

$ 

680,226 

Depreciation. 


148,955 


127,335 

Deferred income taxes. 


47,099 


43,145 

Stock issued to Profit Sharing Fund. 


23,999 


23,998 

Undistributed net income of unconsolidated subsidiaries. 


(169,718) 


(202,090) 

From operations. 


561,726 


672,614 

Cash for stock issued under options. 


— 


405 

Proceeds from long-term debt issues. 


125,000 


24,496 

Change in 13 month notes. 


(18,000) 


63,000 


$ 

668,726 

$ 

760,515 

USE OF WORKING CAPITAL 





Cash dividends to shareholders. 

.... $ 

291,299 

$ 

274,913 

Property additions, less dispositions. 


394,691 


391,650 

Long-term debt reduction. 


— 


23,000 

Changes in investments and deferred charges. 


8,456 


22,284 


$ 

694,446 

$ 

711,847 

INCREASE (DECREASE) IN WORKING CAPITAL. 

DETAIL OF WORKING CAPITAL INCREASE (DECREASE) 

..... $ 

(25,720) 

$ 

48,668 

Current Assets 





Cash. 

.... $ 

(6,070) 

$ 

(34,562) 

Receivables... 


364,110 


353,418 

Inventories. 


100,179 


237,032 

Prepaid advertising and other charges. 


18,550 


11,189 

Increase. 

.... $ 

476,769 

$ 

567,077 

Current Liabilities 





Short-term borrowings 





Commercial paper. 

.... $ 

391,701 

$ 

606,376 

Ranks. 


56,190 


(114,350) 

Agreements with bank trust departments. 


109,820 


(80,054) 

Accounts payable and accrued expenses... 


(116,123) 


74,247 

Unearned maintenance agreement income. 


10,418 


20,115 

Deferred income taxes. 


50,483 


12,075 

Increase. 

. $ 

502,469 

$ 

518,409 

INCREASE (DECREASE) IN WORKING CAPITAL. 

.... $ 

(25,720) 

$ 

48,668 

WORKING CAPITAL (at January 31}. 

_ $2,352,863 

$2,378,583 
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‘Restated (see note 3, page 19). 

See accompanying statement of accounting policies and notes to financial statements. 






















































Statement of 

Accounting 

Policies 


» 


Basis of consolidation 

The financial statements include the accounts 
of Sears and ail its wholly owned domestic 
subsidiaries directly related to retail 
distribution. The principal such consolidated 
subsidiaries are Sears Roebuck de 
Puerto Rico, Inc. and Sears Roebuck S. A. 
(Central America). In addition, the wholly 
owned finance subsidiary, Sears Roebuck 
Acceptance Corp., is consolidated. 

Investments 

Investments in companies in which Sears 
ownership exceeds 20 per cent are carried at 
cost plus Sears equity in the undistributed 
income since dates of acquisition. 

The principal companies are; 

Allstate Insurance Companies (wholly owned, 
page 24} 

Allstate Enterprises, Inc. (wholly owned, page 30) 
Homart Development Co. (wholly owned, page 31) 
International subsidiaries (78 to 100% owned, 
page 32) 

Simpsons-Sears Limited (41.3% equity interest— 
49.9% of voting stock, page 32) 

Roper Corporation (41.4% owned) 

DeSoto, Inc. (31.7% owned) 

Kellwood Company (22.8% owned) 
Universal-Rundle Corporation (59.7% owned) 

Inventories 

Merchandise inventories are valued at the 
lower of cost (first-in, first-out) or market. 
Retail store inventory values are determined 
by the retail method. Distribution center 
inventory values are determined by specific 
item identification. 

Property and depreciation 

Sears provides depreciation by the 
straight-line method for additions subsequent 
to 1967 and by both straight-line and accel¬ 
erated methods for additions prior to 1968. 
Certain display and other items in new, 
relocated, enlarged stores or major 
remodelings are written off within one year. 
The estimated useful lives for depreciation 


purposes are: 

Major structures.25 to 50 years 

Parking space.10 to 20 years 

Furniture and fixtures.6 to 10 years 

Transportation equipment.3 to 8 years 


Income taxes 

The investment tax credit is reflected as a 
reduction in current income taxes (flow-through 
method). 

Income tax expense is based upon the 
financial statement reported earnings. 

Deferred taxes arise due to differences in 
reporting of income for tax purposes (note 2). 

U.S. income and foreign withholding taxes 
are not provided on unremitted earnings of 
international companies which Sears 
considers to be permanent investments. 


Translation of foreign currencies 

In determining equities in international 
subsidiaries and Simpsons-Sears Limited, 
the net current assets and long-term liabilities 
are translated at current exchange rates. 
Investments, properties and related depre¬ 
ciation are translated at the exchange rates 
on the dates of acquisition. Sales, costs and 
expenses (excluding depreciation) are trans¬ 
lated at average exchange rates for the year. 
Foreign currency amounts in the con¬ 
solidated financial statements are translated 
at current exchange rates. The unrealized 
gains and losses on translation to U.S. 
dollars are reflected in earnings except 
that where long-term liabilities exist such 
amounts are deferred and amortized over 
the remaining term of the long-term 
liabilities. 

Recognition of income 

Credit sales are included in income at the 
time of sale. In accordance with customary 
trade practices, uncollected balances which 
will become due after one year are included 
as current assets. Revenue from services to be 
performed over future periods is recognized 
over the time interval. The principal such items 
are maintenance agreement sales and finance 
charges on easy payment accounts. 

Equity in income of unconsolidated sub¬ 
sidiaries and affiliates is based upon Sears 
share of reported earnings. Earnings of insur¬ 
ance companies do not include differences 
between cost and market values of equity 
investments or other securities. 

Expenses and intangibles 

Expenses are charged to operations as 
incurred except for the following which are 
deferred, as indicated, to future accounting 
periods to achieve a better matching of costs 
and revenues: 

Production costs of major catalogs—over the 
revenue-producing lives of 2 to 6 months. 
Debenture discount and expense by the straight- 
line method—over the lives of the debentures, 
assuming minimum sinking fund requirements. 
Carrying costs of construction-in-progress (real 
estate taxes and interest) and land held for 
future use, to the extent market value is not 
exceeded—over the depreciable life of the 
structure when placed in economic use. The 
interest capitalized is based on the cost of land 
and construction and the average cost of 
borrowed funds. 

The company provides and funds the current 
costs of its supplemental pension plan. 

Net income per share 

Net income per share of common stock is 
based on the average number of shares out¬ 
standing during each year. The dilutive effect 
resulting from the assumed exercise of out¬ 
standing stock options is not material. 
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Notes to 

Financial 

Statements 


1. Financial information of principal 
unconsolidated subsidiaries and affiliates 

The financial statements of Allstate Insurance 
Company and consolidated subsidiaries and 
condensed financial statements of Allstate 
Enterprises, Inc., Homart Development Co. 
and Simpsons-Sears Limited are included in 
this annual report. 

Common and preferred stock investments of 
Allstate are carried in its Statement of Finan¬ 
cial Position at quoted market values, a 
generally accepted accounting practice in the 
insurance industry, in the absence of 
operating or investment reasons compelling 
liquidation, it is inappropriate to reflect in 
income temporary fluctuations in market 
values of long-term equity investments. Conse¬ 
quently, investment results exclude such mar¬ 
ket increases and decreases in the Statement 
of Income of Allstate as well as the Consoli¬ 
dated Statements of Financial Position and 
Income of Sears. 

The excess of cost over market of these 
equity investments of $469 million at 
December 31,1974, decreased to approximately 
$291 million at March 28, 1975. During this 
period there has been a net decrease of 
investments in equity securities amounting to 
approximately $130 million with no significant 
effect on income. 

Six of the unconsolidated manufacturing 
subsidiaries and affiliates of Sears changed 
in 1974 to the LIFO inventory method, de¬ 
creasing Sears equity in their net income by 
$7.6 million. 

2. Income taxes 

Federal and state income taxes consist of: 


Year Ended January 31 


(millions) 

1975 

1974 

Current portion (before 

investment tax credit)... 

$218 

$346 

Investment tax credit (flow- 

through method). 

(12) 

(13) 

Deferred tax expense— 

Current 

Installment sales. 

58 

83 

Receivable reserves.. 

(1) 

(12) 

Maintenance agree- 

ment income. 

(5) 

01} 

Other. 

(1) 

0) 

Long-term 

Depreciation. 

32 

30 

Carrying costs of 

property. 

12 

14 

Other. 

3 

5 

Total deferred. 

98 

100 


Financial statement 

income tax provision ... $304 $433 


Because of expected future income tax 
deferrals, it is not expected that tax payments 
will exceed the tax expense shown in the 
financial statements in the foreseeable future. 
The financial statement tax expense for 1974 
and 1973 includes state income tax expense 
of $30 million ($13 million deferred) and 
$50 million ($16 million deferred), respec¬ 
tively. A reconciliation of effective rates, based 
upon income before taxes and equity in 
income of unconsolidated subsidiaries, with 
the statutory federal tax rate is: 

Year Ended January 31 



1975 

1974 

Statutory federal income tax 

rate. 

48.0% 

48.0% 

State income taxes, net of 

federal income taxes. 

2.5 

3.0 

Investment tax credit 

(flow-through method). 

(1.9) 

(1.5) 

Miscellaneous items. 

.1 

.5 

Effective income tax rate.... 

48.7% 

50.0% 


3. Acquisition 

On March 18, 1974, Sears issued 64,485 
shares of common stock for the assets and 
business of Chico Savings and Loan Associ¬ 
ation. This business subsequently became a 
subsidiary of Allstate Enterprises, Inc. The 
acquisition has been accounted for as a pool¬ 
ing of interests, and the financial statements 
of Sears and its wholly owned financial ser¬ 
vices subsidiary, Allstate Enterprises, Inc., 
have been restated to reflect this acquisition. 

Accordingly, the investment in Allstate 
Enterprises, Inc. and shareholders' equity at 
February 1, 1973, have been increased 
$2,878,000 and net income for the year ended 
January 31,1974, has been increased $324,000. 

4. Long-term debt 

The indentures provide that the company 
cannot take certain actions, including the 
declaration of cash dividends, which would 
cause its unencumbered assets to drop below 
150 per cent of liabilities. The excess unen¬ 
cumbered assets at January 31, 1975, were 
$491 million. 

Aggregate long-term debt maturities, includ¬ 
ing minimum sinking fund payments (excludes 
$338 million of 7.46% notes which have no 
specified maturity) through January 31,1980 are: 
Year Ended January 31 

19 77 . $145 

1978 . 49 

1979 . 24 

1980 . 25 

In March 1975, Sears issued $250 million in 
principal amount of 7 3 / 4 % debentures due 1985. 
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Notes to 

Financial 

Statements 


5. Supplemental pension plan 

This noncontributory plan provides pension 
benefits to salaried employes based upon 
length of service and remuneration over 
$15,000 per year. For fiscal years 1974 and 
1973, the company provided $22,994,000 and 
$18,917,000, respectively, for this plan. 

At December 31, 1974, the actuarially 
computed value of vested benefits was 
$115,000,000 in excess of the market 
value of the plan’s assets. 

Effective October 1, 1974, the plan was 
changed to provide full vesting after 10 years’ 
employment. Although this change did not 
have a significant effect on the plan’s annual 
cost, it increased the amount of vested benefits. 
The decline in the market value of plan 
investments was also a contributing factor 
in the change from the prior year's position. 

The actuarially computed unfunded past 
service costs of $48,733,000 are being 
amortized over 40 years. 

6. Employe stock options 

Options under Sears plans are granted at the 
fair market value on the date of the grant. 
Generally options become exercisable in four 
annual and cumulative installments beginning 
one year after the date of grant and expire 
10 years after the date of grant. 

In October 1974, options for 3,077,288 
shares, at a price range of $85.94 to $89.82 per 
share, were cancelled at the election of the 
optionees. 

On January 22, 1975, options for 3,489,070 
shares were granted to 15,727 employes at 
$52.19 per share. 

Outstanding options at year end ranged 
in price from $52.19 to $116.44 per share, 
aggregating $187,820,000. At January 31, 1975, 
51,392 shares were exercisable and 1,522,572 
shares were available for future grants under 
the 1967 and 1972 Employe Stock Plans. 

A summary of option shares outstanding is: 


in effect as of January 31, 1975 are: 

(millions) 

1975— $76* 1980-1984—$200 

1976— $70* 1985-1989—$142 

1977— $57* 1990-1994—$ 94 

1978— $50* after 1994—$102 

1979— $46 

'Includes computer rentals of $16, $12, $2 and $1 
million, respectively 

The present value (interest rates range from 
3.4% to 8.5% with a 6.3% weighted average 
interest rate) of all future contractual minimum 
rental payments on the above leases 
(all presented on a net lease basis) as of 
January 31, 1975, is $426 million. 

If financing leases, as defined by the 
Securities and Exchange Commission, had 
been recorded as long-term debt and the 
related property rights depreciated under the 
straight-line method, net income for the year 
ended January 31, 1975, would have been 
decreased by $1.9 million. The present value 
of these financing leases (5.8% weighted 
average interest rate) at January 31, 1975, is 
$352 million. 

8. Credit operations 

Actions are pending against the company in 
ten states and Puerto Rico alleging that its 
finance charges or method of computing 
charges violate the laws of those jurisdic¬ 
tions. The ultimate consequences of these 
actions or those pending against other re¬ 
tailers, if adversely decided, are not presently 
determinable, but, in the opinion of the 
company’s management, are not expected 
to have a material adverse effect on the 
financial position or net income of the company. 

Details of finance charge revenues and 
credit costs, presented in conformity with in¬ 
dustry standards follow. Pro forma interest 
was computed on average installment 
receivables less applicable net deferred taxes. 


Year Ended January 31 


Year Ended January 31 


(thousands of shares) 

1975 

1974 

Beginning balance. 

... 3,211 

3,076 

Cancelled. 

. . . (3,147) 

(2,489) 

Granted. 

.. . 3,489 

2,629 

Exercised. 

— 

(5) 

Ending balance. 

... 3,553 

3,211 


7. Leases 

Rental payments are based upon contractual 
minimum rates and, for certain retail stores, 
amounts in excess of these minimum rates 
are payable based upon specified percentages 
of sales. Certain of the leases include renewal 
or purchase provisions at the company's op¬ 
tion. Minimum fixed rentals exclusive of taxes, 
insurance and other expenses payable directly 
by the company under leases (over one year) 


(millions) 

Finance charge revenues 
(included in net sales) 

1975 

1974 

Easy payment accounts. 

$318 

$314 

Revolving charge accounts... 

331 

280 

Credit sales expense, 

$649 

$594 

including expenses in stores. 
Provision for uncollectible 

$322 

$296 

accounts. 

Pro forma interest 

52 

45 

(at percentage rates below). . 

345 

268 

Income taxes (benefit). 

(34) 

(7) 


$685 

$602 

Excess of expenses over income 

$ 36 

$ 8 

Average cost of funds borrowed. 

9.4% 

8.0% 
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9. Short-term borrowings 

The company obtains required short-term 
funds through the placement of commercial 
paper, borrowings from banks and under 
agreements with bank trust departments. At 
January 31, 1975, the company had unused 
lines of bank credit approximating $2.2 billion. 
The credit lines are renewable annually at 

Commercial paper 


Weighted 

interest 

(millions) Amount rate 


Balance, Jan. 31, 1975. $2,301 7.7% 

Average during 1974. 2,313 10.0 

Maximum during year (mo. end) 2,664 

Balance, Jan. 31, 1974. $1,909 9.1% 

Average during 1973. 1,670 8.5 

Maximum during year (mo. end) 2,033 


various dates and provide for loans of varying 
maturities at the prime rate. There are no 
formal or informal compensating balance 
arrangements with any of the banks. 

Selected details of the company’s short- 
term borrowings are as follows: 


Agreements with 

Banks Bank trust departments 



Weighted 


Weighted 


interest 


interest 

Amount 

rate 

Amount* 

rate 

$227 

10.3% 

$509 

6.5% 

308 

11.0 

414 

9.0 

415 


509 


$171 

9.8% 

$430 

8.2% 

352 

8.4 

464 

7.9 

480 


514 



Excludes $30 million current maturities of 13 month fluctuating notes. 


10. Supplementary income statement information 


(a) 


Certain costs and expenses are included 
in the income statement (page 13): 


Year Ended January 31 


(thousands) 1975 1974 


Advertising costs (excluding catalog). $362,101 $347,553 

Taxes—payroll. 191,664 176,438 

property. 83,815 70,176 

other. 24,744 19,541 

Depreciation of property. 148,955 127,335 

Rents—property, (includes contingent rentals, based primarily upon 

sales, of $33.2 million for 1974 and $32.9 million for 1973).... 97,245 92,502 

equipment. 24,343 21,971 

Repairs and maintenance. 93,409 83,022 


(b) Net income increased because of the 
capitalization of the carrying costs of 
construction-in-progress and land held 
for future use: 

Sears. 

Unconsolidated subsidiaries. 


$ 9,619 $ 11,720 
3,417 2,389 


11. Other commitments 

Allstate Savings and Loan Association, a 
wholly owned subsidiary of Allstate Enter¬ 
prises, has agreed to purchase Empire Savings 
and Loan Association (headquartered in Van 
Nuys, California) for approximately $25,000,000. 
The acquisition is subject to certain conditions 


including the approval of various regulatory 
agencies and various rulings from the Internal 
Revenue Service, 

At January 31, 1975, the company’s com¬ 
mitment for capital expenditures for new and 
enlarged facilities is $279 million for the 
period 1975-77. 
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Ten Year 
Summary* 


Summary of Operations (millions) 

Net sales. 

Cost of sales, buying and occupancy expenses 

Operating income... 

Per cent of net sales... 

Equity in income of unconsolidated 

subsidiaries and affiliates. 

Operating income and equity income..... 

fnterest (net).,... 

Profit sharing contribution. 

Income taxes (excludes capital gains taxes)... 
Income before extraordinary items (net of taxes) 

Extraordinary items (capital gains). 

Net income. 

Per Share— 

Income before extraordinary items. 

Net Income . 

Average shares outstanding. 

Dividends per share. 


Year End Position (millions) 

Customer installment accounts (gross) 

Inventories. 

Property, plant and equipment (net)... 

Long-term debt. 

Retained income. 

Shareholders’ equity. 


Shareholders’ Investment (per share) 

Book value (year end). 

Per cent return on equity (average). .. 
Market price common stock (high-low) 

Closing price fiscal year end. 

Price/earn'tngs ratios high-low....... 


1974 

1973 

$13,101 

$12,306 

8,294 

7,664 

1,074 

1,241 

8.2 

10.1 

191 

246 

1,265 

1,487 

(362) 

(254) 

(88) 

(120) 

(304) 

(433) 

511 

680 

511 

680 

3.25 

4.33 

3.25 

4.33 

157.5 

157.2 

1.85 

1.75 


$ 5,048 

$ 4,673 

1,979 

1,879 

2,224 

1,978 

1,095 

980 

4,625 

4,405 

5,241 

4,997 


$ 33.21 

$ 31.76 

10.0 

14.2 

90-42 

116-78 

60 

88 

25-13 

27-18 


1972 

1971 

$10,991 

$10,006 

6,811 

6,171 

1,096 

1,033 

10.0 

10.3 

199 

165 

1,295 

1,198 

(148) 

(139) 

( HI ) 

(101) 

(416) 

(399) 

620 

559 

8 

— 

628 

559 

3.97 

3.61 

4.02 

3.61 

156.5 

154.9 

1.61 

1.50 


$ 4,268 

$ 3,949 

1,642 

1,429 

1,714 

1,495 

916 

696 

4,000 

3,623 

4,566 

4,105 


$ 29.07 

$ 26.37 

14.5 

14.3 

123-99- 

104-76 

114 

100 

31-25 

29-21 


Miscellaneous Data 

Shareholders (Profit sharing fund counted as 

single shareholder). 

Retail stores (excluding foreign corporations)— 

Number... 

Retail space (gross sq. ft. in millions)!. 

Catalog merchandise distribution centers. 

Other selling facilities and independent 

catalog merchants... 

Capital expenditures (millions). 

Depreciation (millions). 


270,014 

267,457 

262,080 

251,951 

851 

840 

837 

836 

105.7 

102.2 

98.6 

94.2 

13 

12 

12 

11 

2,886 

2,785 

2,648 

2,507 

$ 411 

$ 401 

$ 352 

$ 362 

$ 149 

$ 127 

$ 120 

$ 106 
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‘Restated where applicable (see note 3, page 19) 

f Restated to include square footage of certain retail selling facilities not classified as stores. 








































1970 

1969 

$ 9,251 

$ 8,844 

5,709 

5,441 

956 

959 

10.3 

10.9 

124 

118 

1,080 

1,077 

(160) 

(154) 

(87) 

(88) 

(363) 

(393) 

470 

442 

470 

442 

3.05 

2.87 

3.05 

2.87 

154.4 

153.9 

1.35 

1.35 


$ 3,794 

$ 3,591 

1,308 

1,215 

1,244 

1,089 

630 

455 

3,296 

3,034 

3,712 

3,437 


$ 24.02 

$ 22.28 

13.2 

13.4 

82-51 

75-62 

80 

63 

27-17 

26-22 


253,265 

253,510 

827 

826 

89.6 

86.6 

11 

11 

2,346 

2,166 

$ 268 

$ 214 

$ 104 

$ 107 


1968 

1967 

$ 8,178 

$ 7,296 

5,076 

4,615 

859 

697 

10.5 

9.6 

118 

108 

977 

805 

(113) 

(93) 

(77) 

(67) 

(363) 

(270) 

424 

375 

424 

375 

2.77 

2.45 

2.77 

2.45 

153.3 

153.0 

1.30 

1.20 


$ 3,347 

$ 3,025 

1,134 

1,070 

984 

958 

483 

403 

2,798 

2,572 

3,168 

2,928 


$ 20.64 

$ 19.13 

13.9 

13.3 

72-57 

65-49 

65 

60 

26-21 

26-20 


252,118 

257,543 

818 

809 

83.3 

79.0 

11 

11 

1,969 

1,762 

$ 139 

$ 186 

$ 105 

$ 106 


1966 

1965 

$ 6,769 

$ 6,357 

4,264 

4,057 

680 

659 

10.1 

10.4 

98 

76 

778 

735 

(92) 

(66) 

(64) 

(63) 

(264) 

(262) 

358 

344 

14 

4 

372 

348 

2.35 

2.26 

2.44 

2.29 

152.7 

152.4 

1.20 

1.12% 


$ 2,931 

$ 2,707 

1,021 

931 

880 

752 

427 

439 

2,381 

2,192 

2,728 

2,532 


$ 17.86 

$ 16.61 

14.2 

14.3 

61-44 

77-59 

50 

59 

29-21 

36-28 


259,620 

243,608 

801 

786 

74.2 

66.9 

11 

11 

1,681 

1,473 

$ 224 

$ 196 

$ 93 

$ 78 


Analysis of Summary of Operations 

Net sales have grown at a compound rate of 
8,2 per cent since 1969. Increased 
merchandise unit sales through additional 
retail and catalog selling facilities during a 
period of rising prices were the principal 
factors. In 1974, sales increased 6.5 per cent 
(4 per cent in the fourth quarter), reflecting 
higher prices followed by a sharp decline in 
the economy and subsequent price reductions. 
In 1973, sales rose 12 per cent, buoyed by 
strong consumer demand for some types of 
general merchandise. Since 1969, retail gross 
space increased 19 million square feet to 
105.7 million square feet Sears opened two 
new catalog merchandise distribution centers 
and completed major enlargements of other 
catalog centers. 

Operating income, which averaged 10.2 
per cent of sales from 1970 through 1973, 
declined materially in 1974 and represented 
only 8.2 per cent of net sales due to increases 
in merchandise costs and operating 
expenses which could not be recovered in 
selling prices. 

Interest expense (net) increased from $148 
million in 1972 to $254 and $362 million, 
respectively, for 1973 and 1974. These 
increases resulted from higher interest rates 
and increased borrowings and reduced 
earnings 30 cents per share in both 1973 
and 1974, 

The company’s equity in income of its 
unconsolidated companies (primarily the 
Allstate insurance companies) rose steadily 
from $118 million in 1969 to $246 million in 
1973. However, such equity income declined 
$55 million in 1974 to $191 million. In 1974, 
income of the Allstate Group was down 
$36 million and other unconsolidated 
companies were down $19 million. 

Allstate’s sharply deteriorating underwriting 
trends in property-liability insurance lines 
coupled with the depressed stock market in 
1974 were primarily responsible for the 
decrease. 

During the past five years, equity 
investments of the Allstate insurance 
companies have fluctuated between $211 
million market value over cost at year end 
1972 and $469 million under cost at year end 
1974 (approximately $291 million cost over 
market at March 28, 1975). Annual 
fluctuations in market value ranged from an 
increase of $102 million in 1972 to decreases of 
$259 million in 1973 and $422 million in 1974. 

The company’s income for 1973 increased 
$60 million over 1972, (excluding extraordinary 
item) but for 1974 decreased $169 million from 
1973- In 1973, Sears adopted the accounting 
policy of capitalizing the carrying costs (real 
estate taxes and interest) of construction- 
in-progress and land held for future use, the 
effect of which was to increase net income 
for 1973 and 1974 $14 and $13 million, 
respectively. 
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Allstate Group 

The Allstate Group of companies 
reached a new high in sales volume 
but net income decreased 17.7 per cent 
for the year. Insurance premiums written 
and financial services revenues totaled 
$2,856 billion, an increase of $208 million 
from 1973. Total net income was $167 
million, compared with $203 million for 
1973. Net income represented $1.06 per 
Sears share, down 23 cents from $1.29 
the previous year, Sharply deteriorating 
underwriting trends in the property-liability 
insurance industry coupled with the 
depressed stock market in 1974 were 
primarily responsible for the decrease. 

Property and liability insurance 

Premiums written for all property and 
liability insurance lines rose $185 million 
from 1973 to a total of $2,616 billion. 

Allstate, a multiple-line insurance group, 
writes practically all kinds of insurance for 
individuals, businesses and other 
organizations and is also a major reinsurer. 

The companies wrote auto premiums of 
$1,757 billion, an increase of $48 million 
from 1973. Premium volume for the auto 
line was affected by the lower amount of 
premiums received per auto insured in many 
states. Premiums written for other 
property and liability lines, principally 
homeowners, residential fire, health and 
commercial, rose to $859 million, up $137 
million or 19 per cent from 1973. These 
other property and liability lines together 
with life insurance comprised 36.2 per cent 
of Allstate’s total insurance premiums. 

The combined property and liability 
operations resulted in an underwriting loss 
of $29.6 million before income taxes, or 1.2 
per cent of premiums earned. This 
compared with an underwriting income of 
$44.7 million, or 1.9 per cent of premiums 
earned for 1973. The gasoline shortage 
early in the year had a temporary, favorable 
effect on the number of auto insurance 
claims. The gradual return toward more 
normal driving patterns subsequent to the 
shortage, coupled with sharply increasing 
costs of claims caused the line to produce 
underwriting losses as the year moved 
forward. Other major property and liability 
insurance lines were hurt by both rising 
numbers of claims throughout the year and 
substantial increases in claim costs. The 
important homeowners line and the 
commercial lines overall produced 
underwriting losses for the year, 

Allstate's net investment income from 
interest, dividends and real estate income 
was $156.6 million before income taxes, up 
$22.7 million or 17 per cent from 1973. The 
increase resulted from a greater amount of 
funds invested and higher yields on the 
portfolio. Many of the investments 


made during the year, particularly in state 
and municipal and other bonds, were at 
very attractive yields commensurate with 
the generally high interest rate levels 
during 1974. For the past 10 years, net 
investment income has increased at a 
compound annual rate of 16.9 per cent. 

Capital gains from the sale of investments, 
realized in the early part of the year, 
amounted to $14.8 million before income 
taxes compared with $36.3 million for the 
previous year. Valued at year end 1974 
market prices, Allstate’s common and 
preferred stock portfolio showed a net 
unrealized loss of $498.8 million before 
benefit of deferred income taxes. The high 
level of interest rates affected the market 
values of preferred stocks. Market values of 
common stocks were depressed at year 
end as reflected by the Standard & Poor’s 
500 Index which was at its lowest 
year end since 1962. From year end 
1974 to March 7, 1975, the net unrealized 
loss on the common and preferred stock 
portfolio decreased $191.4 million to $307.4 
million. 

Total net income of the insurance group, 
including life insurance, was $166.9 million, a 
decrease of $32 million from 1973. 

Assets as of the close of the year were 
$4 billion, substantially unchanged from 
year end 1973. New funds generated by the 
growth and profitable operations of the 
companies and increases in miscellaneous 
assets were offset by the decrease in market 
prices of stocks. Investments in bonds, 
stocks and real estate comprised 79 per 
cent of total assets. 

Life Insurance 

Life insurance in force rose $2,619 billion 
during 1974 to a total of $17,666 billion at 
year end. The total included $10,664 billion 
of insurance on individuals and $7,002 
billion of group insurance. Insurance in 
force on individuals increased 18.3 per 
cent during the year, and group insurance 
in force rose 16 per cent. Life insurance 
premiums totaled $137.8 million, an 
increase of $17.4 million from 1973. 

Net income from life insurance operations, 
after income taxes, amounted to $24.3 
million for 1974, This was an increase of 
$2.5 million from the previous year. 

Assets of the Life Companies increased 
$61 million during 1974 to $490 million at 
year end. Investments in bonds, stocks and 
mortgages comprised 84.2 per cent of 
total assets. 
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The year ahead 

Underwriting results lor the property and 
liability insurance industry are expected 
to continue unfavorable in 1975. The 
industry has large volumes of business 
on the books at inadequate rates and is 
being hurt by sharply rising claim frequency 
and cost. In this environment, substantial 
rate increases are urgently needed lor all 
major lines in almost all states, and 
Allstate is in the process of adjusting its 
rates as rapidly as practical. 

Although Allstate’s property and liability 
underwriting results will be under 
substantial pressure for the year, the interest 
and dividends from investments, life 
insurance net income and net income 
from financial services should increase 
significantly over 1974. 
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Statement of Income 

$ in thousands 

Net premiums written. 

Premiums earned. 

Underwriting charges 

Claims and claims expense. 

Sales, policy issuance and service, administration and other 

expenses. 

Premium and other taxes and fees.,. 

Underwriting income (loss). 

Interest, dividends and real estate income, less investment expenses. 
Income before income taxes, realized gains and equity in income of 

unconsolidated companies. 

Income taxes (note 4). 

Income before realized gains and equity in income of unconsolidated 

companies.. 

Realized capital gains on investments. 

Income taxes.. 

Net realized capital gains. 

In the absence of operating or investment reasons compelling liqui¬ 
dation, it is inappropriate to reflect in income temporary fluctua¬ 
tions in market values of long-term equity investments. Conse¬ 
quently, investment results exclude unrealized market decreases 
in equity investments (including amounts applicable to uncon¬ 
solidated subsidiaries below) of $422,125 and $258,667. 

Equity in net income of (see discussion of market values above): 
Unconsolidated life insurance subsidiaries (note 3) 

Underwriting and investment income. 

Realized capital gains. 

Other unconsolidated subsidiaries and affiliates... 

Net income. 


Statement of Changes in Financial Position 

$ in thousands 

SOURCE OF FUNDS 

Net income. 

Increase in reserve for claims and claims expense. 

Increase in unearned premiums. 

Increase in all other liabilities. 

Undistributed net income of unconsolidated subsidiaries and 

affiliates... 

Total Source of Funds. 

USE OF FUNDS 

Increase in premium installments receivable... 

Increase in accrued investment income and other assets. 

Increase in deferred policy acquisition costs. 

Decrease in all other liabilities. 

Dividends to Sears, Roebuck and Co... 

Total Use of Funds. 

NET SOURCE OF FUNDS. 

CHANGES IN INVESTMENTS NOT INVOLVING FUNDS 
Change In unrealized capital gains on stocks before deferred taxes. 
Undistributed net income of unconsolidated subsidiaries and 

affiliates. 

INCREASE (DECREASE) IN CASH AND INVESTMENTS. 


Year Ended December 31 


1974 

1973 

$2,615,800 

$2,430,783 

$2,523,410 

$2,364,409 

1,957,077 

1,791,266 

508,741 

455,576 

87,158 

72,834 

2,552,976 

2,319,676 

(29,566) 

44,733 

156,550 

133,816 

126,984 

178,549 

(3,538) 

29,366 

130,522 

149,183 

14,792 

36,253 

4,438 

10,604 

10.354 

25,649 



140,876 


174,832 


23,800 


21,318 


476 


497 


24,276 


21,815 


1,702 


2,222 


25,978 


24,037 

$ 

166,854 

$ 

198,869 

Year Ended December 31 


1974 


1973 

$ 

166,854 

$ 

198,869 


148,854 


205,126 


82,617 


61,190 


6,684 


— 


(25,795) (23,950) 


$ 

379,214 

$ 

441,235 

$ 

51,813 

$ 

22,278 


96,379 


14,464 


7,656 


8,113 


— 


12,989 


— 


30,000 

$ 

155,848 

$ 

87,844 

$ 

223,366 

$ 

353,391 

$ 

(429,339) 

$ 

(365,515) 


25,795 


23,950 

$ 

(180,178) 

$ 

11,826 


See accompanying notes to finsnciaJ statements. 














































































Statement of Financial Position 

$ in thousands 


December 31 


1974 1973 

ASSETS - - 

Investments (note 6) 

Bonds (estimated market $1,682,460 and $1,785,595): 

U.S, Government. $ 49,140 $ 39,947 

State and municipal... 1,828,476 1,633,766 

Other. 136,525 163,748 


$2,014,141 $1,837,461 

Preferred stocks {cost $288,906 and $236,764). 185,564 199,462 

Common stocks (cost $995,139 and $1,043,752). 623,564 1,017,861 

Stocks of unconsolidated subsidiaries and affiliates. 167,160 132,676 

Real estate (net of accumulated depreciation of $22,353 and $19,324) 151,585 125,206 


Total Investments. $3,142,014 $3,312,666 

Cash (including interest bearing deposits of $8,958 and $17,424). 33,264 42,790 

Premium Installments Receivable. 516,167 464,354 

Accrued Investment Income. 39,143 34,176 

Deferred Policy Acquisition Costs. 76,084 68,428 

Other Assets. 170,046 78,634 


Total Assets. $3,976,718 $4,001,048 

LIABILITIES 

Reserve for Claims and Claims Expense. $1,713,631 $1,564,777 

Unearned Premiums. 1,211,546 1,128,929 

Claim Drafts Outstanding... 72,356 65,124 

Income Taxes (note 4). 33,979 29,336 

Other Taxes. 33,239 33,150 

Other Liabilities and Accrued Expenses. 73,006 85,500 


Total Liabilities. $3,137,757 $2,906,816 

CAPITAL 

Capital Stock (including additional capital paid in). $ 54,600 $ 54,600 

Unrealized Capital Losses on Stocks (note 6). (469,455) (47,330) 

Retained Income. 1,253,816 1,086,962 


Total Capital. $ 838,961 $1,094,232 


Statement of Capital 

$ in thousands Year Ended December 31 

1974 1973 

Balance Beginning of Year... $1,094,232 $1,184,030 

Net income. 166,854 198,869 

Change in Unrealized Capital Gains on Stocks. (422,125) (258,667) 

Dividends to Sears, Roebuck and Co. — (30,000) 

Balance End of Year. $ 838,961 $1,094,232 
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Notes to Financial Statements 

Two Years Ended December 31, 1974 

1. Summary of significant accounting policies 

Basis of presentation—Allstate Insurance 
Company is a property-liability insurance 
company, and the accompanying consolidated 
financial statements, prepared on the basis 
of generally accepted accounting principles, 
include the accounts of the company and its 
domestic and Canadian property-liability 
insurance subsidiaries. All material 
intercompany transactions have been 
eliminated in consolidation. 

All subsidiaries included in the consolida¬ 
tion are wholly owned except for the Canadian 
subsidiary in which a minority interest of 25 
per cent is held by Simpsons-Sears Limited. 
The net assets and income applicable to 
Canadian operations have been translated at 
the exchange rates prevailing at the balance 
sheet dates. The translation adjustments are 
reflected in income and have not been 
significant. The minority interest in the net 
assets and net income of the Canadian 
subsidiary is included in other liabilities and 
other underwriting charges, respectively. 

Income taxes—Prepaid and deferred income 
taxes arise from timing differences between 
income reported for Federal income tax and 
financial statement purposes. Income taxes 
are provided on earnings of affiliates accounted 
for on the equity method at rates which reflect 
the expected method of realization. 

Unearned premiums—Unearned premiums 
are deferred and taken into income on a 
pro rata basis over the terms of the policies. 

Deferred policy acquisition costs—Costs of 
acquiring insurance business, principally 
agents’ compensation and premium taxes, 
are deferred and amortized to income as 
premiums are earned. 

Reserve for claims and claims expense— 
The reserve for claims and claims expense 
is an accumulation of the estimated amounts 
necessary to settle all outstanding claims 
pertaining to 1974 and prior years, based 
upon the facts in each case and the 
company’s experience with similar cases. 

The company does not provide a reserve 
for future catastrophe losses. 

2. Profit sharing and pension plans 

Employes of the company and its domestic 
subsidiaries are eligible to become members 
of The Savings and Profit Sharing Fund of Sears 
Employes. In addition, noncontributory pension 
plans are in effect which provide pension bene¬ 
fits for that portion of employes’ compensation 
which exceeds the maximum established for 
profit sharing purposes. The Canadian subsidi¬ 
ary has similar profit sharing and pension 
plans. For the years 1974 and 1973, the cost of 
the foregoing plans was $22,880,000 and 
$28,609,000, respectively. At December 31, 
1974, the actuarially computed value of 
vested benefits, including unfunded past 


service costs of $5,756,000 being funded over 
a remaining period of seven years, exceeded 
the current value of the assets of the 
noncontributory pension plans by $11,474,000. 

3. Unconsolidated Combined Life Insurance 
Subsidiaries 

The condensed statements of Income and 
Financial Position are as follows: 

COMBINED STATEMENT Year Ended 
OF INCOME December 31 


(thousands) 

1974 

1973 

Premiums. 

$137,794 

$120,369 

Net investment income.. 

27,309 

21,556 


165,103 

141,925 

Policy benefits and 



expenses. 

133,242 

113,626 

Income taxes. 

8,061 

6,981 

Income before realized 



gains. 

23,800 

21,318 

Realized capital gains, 



less income taxes.... 

476 

497 

Net income. 

$ 24,276 

$ 21,815 

COMBINED STATEMENT 



OF FINANCIAL POSITION 

December 31 

(thousands) 

1974 

1973 

ASSETS 



Investments 



Bonds and mortgage 



loans. 

$369,647 

$315,122 

Other investments.. 

43,312 

50,969 

Other Assets. 

77,390 

63,624 

Total Assets. 

$490,349 

$429,715 

LIABILITIES 



Policy and Other 



Insurance Reserves. 

$330,640 

$280,489 

Other Liabilities. 

45,107 

41,880 

Total Liabilities,,. 

$375,747 

$322,369 

SHAREHOLDER’S 



EQUITY... 

$114,602 

$107,346 

4. Income taxes 



Income taxes payable include a deferred 

tax liability as follows: 



(thousands) 

1974 

1973 

Timing differences for tax 



return purposes. 

, $48,098 

$35,858 

Deferred tax benefits on un 



realized losses on stocks 

(24,289) 

(17,074) 


$23,809 

$18,784 

The provision for taxes on income consists 

of the following: 




1974 

1973 

Taxes currently payable 



(refundable). 

. $(16,810) 

$16,924 

Deferred income taxes: 



Deferred policy 



acquisition costs. 

3,468 

3,988 

Subrogation recoverable. 

8,351 

7,632 

Other.. 

1,453 

822 


$ (3,538) $29,366 


A reconciliation of the effective federal 
income tax rate, based upon reported 
















































income before income taxes, realized gains 
and equity in net income of unconsolidated 
subsidiaries and affiliates, to the statutory 
federal rate is as follows: 



1974 

1973 

Statutory federal rate . . .. 

... 48.0% 

48.0% 

Tax exempt interest. 

Dividends received 

... (36.7) 

(23.3) 

deduction. 

... (12.9) 

(7.1) 

Other. 

... (1.2) 

(1.2) 


(2.8)% 

16.4% 


5. Rentals—long-term leases 

The company leases certain office facilities 
and computer equipment. Total rental 
expense for all leases was $32,636,000 
(1974) and $27,890,000 (1973). Minimum 
rental commitments under all leases with a 
remaining non-cancellable term of more 
than one year are as follows: 

(thousands) 

1975 . $16,084 1978.,,... $8,065 

1976 . 14,122 1979. 5,136 

1977 . 11,423 1980-84... 5,351 


6. Investments 

Common and preferred stock investments are 
carried at quoted market values, a generally 
accepted accounting practice in the 
insurance industry. In the absence of 
operating or investment reasons compelling 
liquidation, it is inappropriate to reflect in 
income temporary fluctuations in market 


values of long-term equity investments. 
Consequently, investment results in the 
Statement of Income exclude market increases 
and decreases in common and preferred stock 
investments. At December 31, 1974, and at 
March 7, 1975, the difference between cost and 
market of equity investments is as follows: 

March 7, 1975 


December 31, 1974 


(thousands) 

Preferred Stock 

Allstate Insurance Company and 


consolidated subsidiaries .... $ 288,906 
Unconsolidated insurance 
subsidiaries. 5,312 


294,218 

Common Stock 

Allstate Insurance Company and 


consolidated subsidiaries... , 995,139 

Unconsolidated insurance 
subsidiaries. 53,584 


1,048,723 

$1,342,941 

Less deferred tax benefits and 
minority interest. 

During the period from December 31, 1974 
through March 7, 1975, there has been a net 
disposition of equity investments with no 
significant net realized gains (losses). 

Bonds are stated at amortized cost. At 
February 28 , 1975, the amortized cost was 
$2,118,933,000 and the estimated market was 
$1,866,778,000. 


Quoted 

Market 

Un¬ 

realized 

Loss 

Cost 

Quoted 

Market 

Un¬ 

realized 

Loss 

$185,564 

$103,342 

$ 289,779 

$206,444 

$ 83,335 

2,336 

2,976 

5,311 

3,005 

2,306 

187,900 

106,318 

295,090 

209,449 

85,641 

623,564 

371,575 

872,956 

662,786 

210,170 

32,713 

20,871 

53,403 

41,771 

11,632 

656,277 

392,446 

926,359 

704,557 

221,802 

$844,177 

$498,764 

$1,221,449 

$914,006 

$307,443 


29,309 



16,103 


$469,455 



$291,340 


Stocks of subsidiary companies not 
consolidated are carried at underlying net 
asset values; investments in companies in 
which ownership exceeds 20 per cent are 
carried at cost plus Allstate’s equity 
in the undistributed income since dates 
of acquisition, and real estate is stated at 
cost less accumulated depreciation. 


Report of Certified Public Accountants 

To The Board of Directors of Sears, Roebuck and Co.: 


We have examined the Statement of Financial 
Position of Allstate Insurance Company and 
Consolidated Subsidiaries as of December 31, 
1974 and 1973, and the related Statements of 
Income, Capital and Changes in Financial 
Position for the years then ended. Our exami¬ 
nation was made in accordance with generally 
accepted auditing standards, and accordingly 
included such tests of the accounting records 
and such other auditing procedures as we 
considered necessary in the circumstances. 


In our opinion, the aforementioned financial 
statements present fairly the financial position 
of Allstate Insurance Company and Consoli¬ 
dated Subsidiaries at December 31, 1974 and 
1973, and the results of their operations and 
changes in their financial position for the years 
then ended, in conformity with generally 
accepted accounting principles applied on a 
consistent basis. 



Chicago, Illinois March 10, 1975 


to*- 
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Allstate Insurance Company and Consolidated Subsidiaries 

SUMMARY OF OPERATIONS 


Year Ended December 31 


(millions) 

1974 

1973 

1972 

1971 

1970 

Premiums earned. 

$2,523 

$2,364 

$2,166 

$1,898 

$1,593 

Net investment income. 

157 

134 

111 

96 

84 


2,680 

2,498 

2,277 

1,994 

1,677 

Claims and claims expense. 

1,957 

1,791 

1,642 

1,428 

1,240 

Underwriting expenses. 

596 

529 

481 

424 

353 

Income taxes. 

(4) 

29 

29 

28 

7 


2,549 

2,349 

2,152 

1,880 

1,600 

Income before realized gains and equity in income of 

unconsolidated companies. 

131 

149 

125 

114 

77 

Realized capital gains, less income taxes. 

10 

26 

19 

4 

13 

Equity in net income of unconsolidated subsidiaries and 
affiliates. 

26 

24 

18 

15 

12 

Net income. 

$ 167 

$ 199 

$ 162 

$ 133 

$ 102 


Allstate Enterprises, inc. and its subsidiaries 
earned gross revenues of $102.7 million, up 
$5.4 million from the previous year. 
Approximately 40 per cent of the revenues 
was from financing of autos and recreational 
vehicles, and another 27 per cent was from 
savings and loan operations. 

Net income was $536,000, compared with 
$4,4 million the previous year. Interest 
rates on borrowed funds used in the auto 
financing operation averaged 10.1 per cent, 
up from 8.2 per cent in 1973, virtually 
eliminating any profit from this operation. 
Other financial services operations of this 
company and its subsidiaries likewise 
reflected the money market conditions 
prevailing during 1974. With the recent 
decline in interest rates, the outlook for 
Allstate Enterprises’ operations is very 
favorable for 1975. 


Allstate Enterprises, Inc. and Subsidiaries 


STATEMENT OF INCOME 

Year Ended 

$ in thousands 

December 31 


1974 

1973* 

Revenues earned. 

$102,721 

$ 97,274 

Interest expense. 

Other operating 

56,500 

46,312 

expenses . 

44,678 

43,258 

Income taxes. 

1,007 

3,283 


102,185 

92,853 

Net income... 

$ 536 

$ 4,421 

STATEMENT OF FINANCIAL POSITION 

$ in thousands 

December 31 

ASSETS 

1974 

1973* 

Cash and 

investments. 

Loans receivable 

$ 49,443 

$ 56,265 

Automobile and 



other. 

385,439 

427,698 

Real estate. 

338,155 

326,616 

Other assets. 

35,151 

29,274 

Total Assets. 

$808,188 

$839,853 

LIABILITIES 



Short-term notes 



payable. 

$349,098 

$390,724 

Savings accounts. 

290,051 

289,006 

Other liabilities. 

44,839 

36,459 

Total Liabilities... 

$683,988 

$716,189 


SHAREHOLDER’S EQUITY $124,200 $123,664 


'Restated 
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Homart 

Development 

Co. 
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This wholly owned unconsolidated subsidiary 
is primarily engaged in the development and 
operation of shopping centers, either as 
owner or as a partner in joint ventures. 
Developments may include office building, 
recreational or other facilities. 

In 1974, Homart opened three wholly owned 
regional centers: Maplewood Mail in 
suburban St. Paul; Westminster Mall near 
Los Angeles, and Independence Center in 
Independence, MO. In addition, Altamonte 
Malt, a joint venture regional center, was 
opened near Orlando, FL. 

The company now operates 12 regional 


centers and is a partner in five other operating 
regional centers. 

Homart has six wholly owned centers under 
construction and one in the final planning 
stage. These and five joint venture centers 
now under construction or soon to start are 
scheduled to open during the next four years. 

Net income for Homart, adjusted for its 
proportionate share of net income or 
expenses for joint ventures, was $2.5 million. 
In 1973, net income amounted to $10 million, 
which resulted principally from the sale of 
one center and other property, and the sale 
of Homart's interest in a joint venture center. 


STATEMENT OF INCOME 

Homart 

Joint Ventures 

$ in thousands For Fiscal Year Ended 

January 31 

December 31 


1975 

1974 

1974 

1973 

Rents and other revenues. 

$ 29,330 

$ 21,986 

$ 26,214 

$ 19,788 

Depreciation. 

3,930 

2,895 

3,886 

2,970 

Interest. 

9,446 

7,178 

17,900 

12,287 

Less interest capitalized. 

(2,957) 

(2,561) 

(5,447) 

(2,886) 

Other costs and expenses. 

14,991 

10,170 

12,025 

9,316 


25,410 

17,682 

28,364 

21,687 

Income—Operating. 

3,920 

4,304 

(2,150) 

(1,899) 

Sale of property. 

460 

3,383 

1,863 

996 

Sale of centers. 

— 

6,325 

— 

— 

Joint ventures. 

33 

(404) 

— 

— 


4,413 

13,608 

$ (287) 

$ (903) 

Income taxes.:. 

1,869 

5,591 



Income before accounting change. 

2,544 

8,017 



Cumulative effect of change in accounting for carrying 





costs of land for years prior to Feb. 1,1973—net of tax. 

— 

1,990 



Net income. 

$ 2,544 

$ 10,007 



STATEMENT OF FINANCIAL POSITION 

Homart 

Joint Ventures 

$ in thousands At Fiscal Year End 

January 31 

December 31 


1975 

1974 

1974 

1973 

ASSETS 





Shopping center property—net. 

$131,625 

$ 73,503 

$102,834 

$ 85,318 

Development and other property... 

47,409 

52,161 

96,737 

53,399 


179,034 

125,664 

199,571 

138,717 

Investment in joint ventures*: 





Notes and interest receivable.. 

17,245 

9,929 



Equity in joint venture capital. 

(10,069) 

(5,572) 




7,176 

4,357 



Deferred costs and other assets. 

3,071 

1,063 

6,715 

5,217 

Cash and receivables. 

5,653 

4,480 

6,685 

7,742 

Total Assets. 

194,934 

135,564 

212,971 

151,676 

LIABILITIES 





Mortgages and other long-term debt. 

127,577 

66,738 

120,921 

95,219 

Construction advances and term loans. 

— 

— 

66,618 

38,159 

Accounts payable and accruals.... 

10,728 

9,069 

15,507 

13,243 

Payable to Sears. 

13,212 

22,048 

— 

— 

Joint venture payables to Homart*. 

— 

— 

17,526 

16,058 

Deferred federal income taxes. 

10,578 

7,678 

— 

— 

Total Liabilities. 

162,095 

105,533 

220,572 

162,679 

JOINT VENTURE CAPITAL—Homart*. 



(4,783) 

(5,099) 

Other Partners. 



$ (2,818) 

$ (5,904) 

SHAREHOLDER’S EQUITY.. 

$ 32,839 

$ 30,031 




Homart’s investment in joint ventures differs from 
the amounts recorded by the ventures due to 
differing fiscal year ends and difference in basis of 
property contributed to the ventures. Homart’s 


equity in the joint ventures from inception through 
January 31, 1975, consists of capital contributions of 
$15,565 less capital withdrawals of $23,935 and 
Homart's share of losses of $1,699. 





















































































International 

Operations 


Canadian affiliate 

Net sales of Simpsons-Sears Limited increased 
25 per cent to $1,341 billion (Can.) from $1,073 
billion (Can.) in 1973. Net earnings rose to 
$34.5 million (Can.) from $30.3 million in 1973. 
Sears equity in net earnings after translation 
gain was $14.9 million (U.S.). 

Simpsons-Sears opened five retail stores 
in 1974, increasing the number of stores 
in operation to 51. The new store locations 
are Levis, Quebec, and Brantford, Newmarket, 
Richmond Hill and Sudbury in Ontario. Our 
Canadian affiliate also operates four catalog 
merchandise distribution centers and 608 
catalog sales offices. 


Simpsons-Sears Limited 


STATEMENT OF EARNINGS For Fiscal 

Canadian $ in millions Year Ended 



Jan. 8, 

Jan. 2, 


1975 

1974 

Net revenues. 

... $1,343 

$1,076 

Expenses. 

1,276 

1,020 

Pretax earnings. 

67 

56 

Income taxes. 

35 

28 

Operating earnings. 

32 

28 

Equity earnings. 

2 

2 

Net earnings. 

.. . $ 34 

$ 30 

STATEMENT OF 

At Fiscal 

FINANCIAL POSITION 

Year End 

Canadian $ in millions 

Jan. 8, 

Jan, 2, 


1975 

1974 

ASSETS 

Current assets. 

... $ 655 

$ 545 

Fixed assets—-net. 

Investments and 

254 

205 

other assets. 

32 

26 


TOTAL ASSETS. $ 941 $ 776 


LIABILITIES 

Current liabilities. 

Long-term debt. 

Deferred income taxes 


$ 312 $ 259 
342 254 

18 15 


TOTAL LIABILITIES. $ 672 $ 528 

SHAREHOLDERS’ EQUITY... $ 269 $ 248 


Latin American subsidiaries 

Net sales of subsidiaries in Mexico and South 
America rose 33 per cent to $337.9 million. 

Net income, after translation losses and gains, 
increased $3.5 million to $21.4 million. Sears 
equity in this income was $18.2 million; 
however, $2.1 million was not available for 
remittance under current laws in certain 
countries. A reserve for this amount is 
included in the Sears statement of income 
but is not reflected in the schedule below. 

Our Brazilian subsidiary converted two small 
stores to retail sales offices and our 
Venezuelan subsidiary relocated the Puerto 
La Cruz store to a larger, modern facility. 

Latin American subsidiaries operate 51 retail 
stores and 23 retail sales offices. 

During the year, legislation was enacted in 
Venezuela which requires Sears to reduce its 
equity in that subsidiary within three years to 
20 per cent from the 80 per cent currently 
held. It is anticipated that no loss will be 
incurred on disposition of the required shares. 

European subsidiaries 

Net sales of the Spanish subsidiary rose 22 
per cent to $52.4 million in 1974. Net income 
was $3.1 million compared with $2.4 million 
the previous year. There are two complete 
department stores and 16 retail sales offices 
in Spain. 

Net sales for Galeries Anspach, our Belgian 
subsidiary, were $83.1 million, up 17 per cent. 
Continued increases in interest and other 
expenses plus a $4.4 million translation loss 
increased the loss in this subsidiary to $19.1 
million compared with a $9.6 million loss in 
1973. Galeries operates three complete 
department stores, six medium size stores, 
one small hard lines store and one retail 
sales office. It also owns and operates two 
shopping centers. 


SUMMARY OF INTERNATIONAL OPERATIONS 


$ in thousands 

Net Sales 

Net Income 
(after translation loss) 

Sears Equity 
in Net Income 


1974 

1973 

1974 

1973 

1974 

1973 

Canada. 

Latin America. 

Europe.. 

. $1,367,681 

. 337,865 

. 135,453 

$1,075,992 

253,501 

114,051 

$35,965 

21,410 

(15,469) 

$30,326 

17,880 

(6,866) 

$14,851 

18,210 

(15,469) 

$12,695 

15,158 

(6,866) 

Total. 

. $1,840,999 

$1,443,544 

$41,906 

$41,340 

$17,592 

$20,987 
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Sears 
Directors 
and Officers 


Directors and Officers 

Arthur M. Wood 
Chairman of the Board and 
Chief Executive Officer 
A. Dean Swift 
President 

Thomas G. Ayers 
Chairman and President, 
Commonwealth Edison Company 
William O. Beers 
Chairman of the Board and 
Chief Executive Officer, 

Kraftco Corporation 
(processor of dairy and 
other lood products) 

Archie R. Boe 
Chairman of the Board and 
Chief Executive Officer, 

Allstate Insurance Company 

Sidney L. Boyar 

Vice President, Factories 

James W. Button 
Senior Vice President, 
Merchandising 

Alfred 1. Davies 
Vice President, 

Southwestern Territory 

Luther H. Foster 

President, 

Tuskegee institute 

Richard M. Jones 
Vice President, 

Eastern Territory 

George E. Keck 

President, Columbia Corporation 
(building materials, 
malt and home 
improvement centers) 

Jack F. Kincannon 

Senior Vice President, Finance 

John G. Lowe 

Vice President, 

Far Western Territory 

Gordon M. Metcalf 

Former Chairman of the Board 
Charles A. Meyer 
Vice President, 

Corporate Planning 

Norma Pace 
Vice President, 

American Paper Institute 
A. M. Prado 
Vice President, 

Southern Territory 
Julius Rosenwald II 
Business Consultant 
George P. Shultz 
Executive Vice President, 

Bechtel Corporation 
(worldwide engineering and 
construction company) 

William I. Spencer 
President, 

First National City Bank, New York 
Edgar B. Stern, Jr. 

President, Royal Street Corporation 
(real estate, venture capital, 
and general investments) 

Edward R. Telling 
Vice President, 

Midwestern Territory 

W. Wallace Tudor 

Former Vice President, Personnel 

Thomas F. Wands 

Vice President, Operations 


Other Officers 

Robert H. Anderson 

Vice President, 

Retail Merchandising 

Charles F, Bacon 
Vice President, Personnel 

Raymond P. Bilger 
Vice President, Taxes 
John F. Gallagher 
Vice President, 

International Operations 

Vincent J. Graham 

Vice President, 

Merchandise Administration 

Charles W. Harper 
Vice President, 

New York Office 
Robert K. Herrmann 
Vice President, 

Physical Distribution 

John B. Kelly, Jr. 

Vice President, 

Catalog Merchandising 
Philip M. Knox, Jr. 

Vice President, 

Governmental Affairs 
Lloyd S. McClelland 
Vice President, 

Secretary/Gen- Counsel 

William F. McCurdy 
Vice President, 

Public Relations 
Mumford Miller 

Vice President, Data Processing 
and Communications 

Warren G. Skoning 
Vice President, 

Real Estate and Property 
Linden E. Wheeler 
Vice President, Credit 

Clayton H. Banzbaf 
Treasurer 
W. Clayton Hicks 
Comptroller 
Assistant Comptrollers 
Clarence H. Krohn 
Stuart C. Sadler 
Robert A. Schmitt 
R. Ben Skelton 
Cecil W. Van Tilburg 
Assistant Treasurers 
John B. Armistead 
Ernest L. Burland, Jr. 

Ernest W. Patten 
Oren T. Pollock 
Paul H, Thomas 
John H. Woodall, Jr. 

Assistant Secretaries 
John G. Cashman 
Alan Griswood 
Vincent W. Jones 
Lillian Krumes 
Robert F. Maxwell 
Joseph J. Skinner 
Richard G. Wilkins 
Robert M. Wood 


Committees of the Board 

Executive Committee 
Arthur M. Wood, Chairman 
William O. Beers 
Archie R. Boe 
Sidney L. Boyar 
James W. Button 
Gordon M. Metcalf 
Charles A. Meyer 
A. Dean Swift 
Edward R. Telling 

Finance Committee 
Arthur M. Wood, Chairman 
William O. Beers 
Archie R. Boe 
James W. Button 
■Jack F. Kincannon 
Gordon M. Metcalf 
Norma Pace 
William I. Spencer 
Edgar B. Stern, Jr. 

A. Dean Swift 
Committee on Salary and 
Supplemental Compensation 
Gordon M. Metcalf, Chairman 
Thomas G. Ayers 
William O. Beers 
George E. Keck 

Committee on Audits 
Julius Rosenwald II, Chairman 
William 0. Beers 
George E. Keck 
Edgar B. Stern, Jr. 

Nominating and 
Proxy Committee 
Arthur M. Wood, Chairman 
Thomas G. Ayers 
Gordon M. Metcalf 
Edgar 8. Stern, Jr. 

A. Dean Swift 

Committee on 
Public Issues 

Thomas G. Ayers, Chairman 
Luther H. Foster 
Charles A. Meyer 
Norma Pace 


Trustees of The 
Savings and Profit Sharing 
Fund of Sears Employes 
Gordon M. Metcalf, Chairman 
W. Wallace Tudor, Vice Chairman 
Crowdus Baker 
Judson B. Branch 
Calvin Fentress, Jr. 

Claire Giannini Hoffman 
J. Roscoe Miller 
Kenneth V. Zwiener 







Sears, Roebuck and Co., 
and Consolidated Subsidiaries 

Sears Tower, Chicago, Illinois 60684 


This annual report contains selected 
information included in Sears 1974 10-K 
Annual Report filed with the Securities and 
Exchange Commission. A copy of the 10-K 
Report is available upon written request. 
Comments or questions regarding this annual 
report, or requests for the 10-K Report, 
should be addressed to: 

Director of Shareholder Relations 
Department 768X — 33rd Floor 
Sears, Roebuck and Co. 

Sears Tower 
Chicago, Illinois 60684 
Phone: 312-875-8425 

Questions regarding your shareholder 
account should be addressed to: 

Treasurer's Office 
Department 769 — 34th Floor 
at the same address 


